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DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 1592 


THURSDAY, AUGUST 23, 1951 


Unrrep States SENATE, 
SUBCOMMITTEE OF THK COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:15 a. m., pursuant to recess, in room 
224, Senate Office Building, Hon. Joseph C. O’Mahoney (chairman 
of the subcommittee) presiding. 
Present: Senators O’Mahoney, Hayden, Young, and Thye. 


DEPARTMENT OF THE AIR FORCE 
RESEARCH AND DeveLopmMent PROGRAM 


STATEMENTS OF MAJ. GEN. W. E. TODD, DEPUTY CHIEF OF STAFF, 
OPERATIONS, ASSISTANT FOR PROGRAMING; BRIG. GEN. 
M. J. ASENSIO, DIRECTOR OF THE BUDGET, DEPUTY CHIEF OF 
STAFF, COMPTROLLER; BRIG. GEN. DONALD N. YATES, ASSIST- 
ANT DEPUTY CHIEF OF STAFF, DEVELOPMENT; AND BRIG. 
GEN. M.S. ROTH, ASSISTANT FOR DEVELOPMENT PROGRAMING, 
DEPUTY CHIEF OF STAFF, DEVELOPMENT 


AMOUNT REQUESTED 


Senator O’Manonry. The committee is now in session. 

General Asensio, we will discuss research and development this 
morning, as I understand it. 

General Asens1o. That is right. Our witness for the appropria- 
tion ‘‘Research and development” is General Yates, of the Deputy 
Chief of Staff, Development. 

Senator O’Manonery. General Yates, I am very glad to welcome 
you here. 

I think it may be worth noting that in fiscal year 1950, the “Research 
and development” appropriation for all of the services amounted to 
$612,000,000, which was 5 percent of the total appropriation for the 
armed services. 

In fiscal year 1951, the appropriation was $1,175,000,000, or 2 
percent of the total. 

In this bill, the total is $1,473,000,000, or 3 percent of the total. 
Of this appropriation, the amount assigned to the Air Force in the 3 
years was as follows: Air Force 1950, $237,000,000, or 5 percent; in 
1951, $409,000,000, or 3 percent; in 1952, it is $481,000,000, or 2 
percent. $ 

Now, it is clear that although you are getting more, dollarwise, 
than you received in either 1950 or 1951, your percentage of the total 
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appropriation is less. That may be worth making some comment 
upon, because I want the record to show whether, in your opinion, 
you are receiving for research and development for the Air Force 
sufficient to meet the necessities of the occasion. 

You might also tell us, if you know, what portion of the Navy 
assignment, and of the Army assignment for that matter, for ‘Re- 
search and development,” is devoted to air power. 

General Yates. I have a prepared statement, Mr. Chairman, 
with regard to your first question, as to the adequacy of the funds 
for our research and development program. 

We have carefully analyzed our requirements on the basis of an 
evaluation of the capabilities of our weapons against the enemy’s 
present and forecast future capabilities. We have worked up a 
program designed to overcome our deficiencies. We have selected 
solutions which we consider most feasible tec hnologically, and have 
applied money to those particular projects. We have deferred 
consideration of the more speculative ideas. 

We have had to appraise the numbers of qualified personnel in 
industry, in academic and educational institutions, to determine 
exactly what load they could take in basic research, applied research, 
and industrial development. After weighing these factors against 
our requirements we have come out with a well-balanced program 
which will meet our needs for research and development and which 
can be intelligently and efficiently absorbed by available resources. 

Senator O’Manoney. Am I correct in interpreting that to mean 
that the Air Force has been devoting its research and development 
funds to practical development rather than merely to possible develop- 
ment? You are devoting it to a study of improvements which can be 
made effective within a reasonable time? 

General Yarres. That is correct. In essence, of course, a small 
proportion of our funds must go on basic research and studies. How- 
ever, the very, very large proportion of the funds are on the solution 
of practical problems, or those solutions which have been found 
practically feasible. 

Senator O’Manonry. Now, General, in order to save time, we will 
insert your statement in the record as though delivered, and ask you 
briefly to summarize the high points there. 


OBJECTIVES OF RESEARCH 


General Yarrs. Mr. Chairman and members of the committee, 
the primary objective of the research and development program of the 
Air Force (as for its sister services) is to improve its capabilities for 
fighting a war. With specific reference to the program presented here, 
this rather general objective has been broken down into the three 
clearly de finable tasks to which our research and development efforts 
must provide the solution. 

First, the problem closest to home and one which many term the 
most critical is that we must have a capability from now on to insure 
that the United States will not have to absorb a devastating atomic 
attack aimed to put us out of the war in the first round. Our radar 
and other detection methods must be adequate to locate any enemy 
approach to our boundaries early enough to permit the launching of 
aircraft and weapons in time to prevent the delivery of their bombs. 





DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 1549 


Our aircraft and weapons must have sufficient capability to divert or 
knock out the bombers or other weapons used in such an attack. Our 
air defense system must provide this insurance. 

Second, and certainly equally as important, is the provision of 
adequate means to deliver our stockpile of atomic bombs on an 
enemy, to efficiently and effectively knock out his ability to launch or 
continue an offensive against this country, to destroy as far as possible 
his industrial and economic potential for waging a war, and to retard 
to the maximum extent possible those forces he may be placing into 
operation in a land battle. 

The third task, which certainly cannot be relegated to a secondary 
position in winning a war, is to assure that our aircraft can obtain and 
maintain complete air supremacy over a field of battle and carry out 
without costly interference the important mission of supporting our 
ground troops and those of our allies, in their mission of defeating the 
enemy armies. The accomplishment of these three tasks requires, in 
turn, the accomplishment of subsidiary missions or supporting services 
such as air transport, intelligence, and communications. 

The provision of superior aircraft and weapons to perform these 
tasks becomes even more important when we recognize the numerical 
superiority of our potential adversary. The continuation of intelli- 
gent emphasis on expedited research and development is the only sound 
insurance we can buy at this time to enable us to meet and guarantee 
defeat of an enemy known to be numerically superior and recognized 
as being progressive in his technological capabilities. 

These remarks do not infer that research and development, purely 
for research sake, must be entered into on an unlimited broad-coverage 
basis. On the other hand, we cannot expect to meet our requirements 
by the simple expedient of modifying or improving the weapons with 
which we won the last war. The basis for our program lies between 
these two extremes and has been pointed specifically toward the ac- 
complishment of the tasks I have outlined. We are recognizing and 
balancing, not only within the Air Force but among the services, the 
most critical limiting factor in our ability to develop an effective Air 
Force. ‘This factor is well known to be the shortage or limited num- 
ber of competent trained personnel. Relative to research and develop- 
ment we must balance the technical talent required in the services 
with that required by our contractors. 


EVALUATION OF WEAPONS 


We have examined each of our present weapons and evaluated 
their present and projected effectiveness against known and forecast 
enemy capabilities. Because of the dearth of suitable manpower we 
have deleted those development items which, though they might im- 
prove our effectiveness, do not at this time appear to reflect a critical 
unbalance between the enemy and ourselves. We have adopted a 
realistic estimate of enemy capabilities in order to come out with a 
sound program, since if we were to give full credit for the potential 
which some estimates credit to them, a larger number of people and 
a larger amount of money would be required than can possibly be 
considered. 
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With respect to the evaluation and procedure for the establishment 
of the program, we have adopted four basic ground rules or steps in 
the process: 

We are programing to overcome known qualitative deficiencies 
in weapons and weapons systems now in operational use, and which 
still possess a measurable development potential. 

2. We are accelerating as rapidly as feasible within the capability 
of industry the development of those new weapons, new Weapon 
systems and components which have promise of substantially en- 
hancing our degree of operational superiority over the enemy when 
they are introduced into the active inventory. 

Further, we are attempting to maintain an adequate level of 
basic development to insure that new knowledge in the various 
technological fields may be reflected in continued improvement in the 
component parts of our weapons systems and integrated with ad- 
sei ements in strategy. 

We are supporting a reasonable level of exploration and research 
in i field of natural sciences essential to stimulate the advancement 
of the fundamental scientific knowledge upon which our future 
developments depend. 

We have obtained the cooperation and coordination of the Research 
and Development Board toward the elimination of those specific 
projects and programs which can adequately be carried out by the 
other services. In addition, the facilities of the Board have been 
available to point up those major areas on which research and de- 
velopment funds can most effectively be placed. The Research and 
Development Board has also provided guidance on the extent to 
which industry and the academic resources can most profitably be 
exploited in the accomplishment of our over-all objectives. 

This program has been carefully reviewed within the Air Force, 
revised and cut several times, studied and restudied on the basis of 
changing requirements and new intelligence, and we believe is a 
sound and realistic statement of what we need to do our job. Per- 
sonnel and cost estimates have been particularly studied, and I 
believe reflect a sound balance against availability and present cost 
levels. I believe the educational institutions ‘and industry are 
capable of absorbing the workload projected in this program along 
with the projects programed by the other two departments. 

Senator O’Mauoney. Thank you for that statement; and we have 
your justification, which includes complete information on most 
subjects. 

General Yates. The first chart which I have breaks down essen- 
tially what you have before you, in graphic form. 


BREAKDOWN OF DEVELOPMENT FUNDS 


This is a breakdown in the 610, 620, 640, 660, 680, and 690. There 
is 51.6 million in Basic and Applied Research, including humaa factors 
development. Major weapons componeats and the major weapons 
systems has gone from $256.2 million in fiscal year 1951 ‘to $308.1 
million in fiscal year 1952. These are special projects (pointing), 
mainly of a classified nature, from $16.1 million in fiseal year 1951 to 
$12.8 million in fiscal year 1952. And the laboratory operations, 
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which cover our in-service operations, from $44.6 million in fiscal year 
1951 to $57.1 million in fiseal year 1952. 

Senator O’Maunoney. That is a very interesting breakdown, and it 
was not given to us in tabular form originally as submitted to the 
committee. This clearly indicates that you are placing most emphasis 
upon actual development. 

General Yates. That is correct. A very small percentage is on 
research and special projects. 

The second chart breaks it down even further. This takes the fuads 
which are broken dowa on the above chart in their color code, and 
distributes them among the technical breakdowns. 

Senator O’Manonry. It is my understanding, General, that the 
funds for development set forth in your testimony are being expeaded 
with various contractors for the development of practical improve- 
ments in weapois capable of use by the Air Force. 

General Yares. That is correct, sir. 

Senator O’Manoney. But they have not yet come into mass 
production? 

General Yates. That is correct. 

Senator O’Manonry. When will they be ready for production 
contracts? 

General Yates. They are phased for production contract depending 
upon the stage of development. 

Senator O’Manonry. Have you any reason to believe, General, 
that in the development of human resources, that is to say, in the 
training of military personnel to handle the new weapons which are 
being developed as a result of this broad-scale research and develop- 
ment program, any other nation is competitive with ours? 

General Yates. Absolutely not, as far as the development of 
quality. If we are talking about quantity, Mr. Chairman, we are 
certainly faced with a problem. 

Senator O’Manonry. That is, quantity of manpower? 

General Yates. Yes. 

Senator O’Manoney.. But in quality of manpower, that is not the 
fact? 

General Yates. I believe that that is correct. 

Senator O’Manoney. The record before this committee has been 
that our superiority in the air in Korea has been due, not alone to our 
equipment, but to the superiority of the personnel which uses the 
equipment; is that not right? 

General Yates. Yes, sir; essentially. 

Senator Haypen. I would like to inquire as to the total sums of 
money that have been expended since the close of the war on research 
and development. Are we expending money at a greater rate than 
we were, now, last year, and the year before, and the year before that? 

General Yates. We have been increasing during the past 3 years, 
sir. 


RATE OF .EXPENDITURES 


Senator Haypen. What I had ita mind was some figures as to the 
expression that the $2,000,000,000 that we had invesied, somebody 
said, in research and development, was the best investment we had 
made since the war, and I am inclined to believe that that is true. 


84975—51 98 











1552 § DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 


But is it $2,000,000,000, or what does it amount to rh tac That 
is what I was trying to find out. 

General Yates. | do not have those figures. 

General Rorn. I might answer that. We averaged $155,000,000 
a vear from 1946 to 1948. In 1949 the availability was increased to 
$208,000,000. In 1950, the level was approximately $215,000,000. 
In 1951, in the basic program, it was $205,000,000; which was aug- 

mented by the supplemental programs, during that period of time, 
to $369,000,000. 

This program is carrying on those activities which we started 
primarily with 1951 basic and supplemental funds. We might say 
that we are just about doubling the rate of expenditures as they existed 
in 1949 and 1950. 

Senator Haypren. Thank you. 

Senator O’Manoney. Now, productively, what do these expendi- 
tures mean? What have we got for the money, in other words? 

General Yates. We have missiles coming into the program, Mr. 
Chairman, and we have new guns, and we have some new aircraft. 
Clear across the board, the money we put in 2 vears ago is just starting 
to show. The lead time in development for aircraft, for example, is 
quite long, but we have models, mock-ups, and prototypes of some, 
and we plan to continue that program, sir. 

There are some items, I believe, General Roth has, that might be 
examples of the point you raised, 

General Roru. I hate to read this, but I would like to just show 
you, Mr. Chairman, some of the projects which have been completed 
with the funds made available in the last several years. 

General Yarns. Mr. Chairman, with respect to your question, to 
further amplify it, let us try to envision where we would be if we 
did not have these funds. Actually, we would be in no shape to 
compete with anybody for anything. 

Senator O’Manonry. We would have an outmoded, obsolescent, 
and probably obsolete Air Force? 

General Yares. That is absolutely correct. 

Senator O’Manoney. That is not the case. We have an Air Force 
which is constantly improving technically and so far as equipment is 
concerned? 

General Yares. And, we trust, faster than any prospective enemy. 
They have not stopped development. 

Senator O’Manoney. And you are doing your best to improve the 
personnel? 

General Yares. Yes, sir. 

Senator Hayprn. In the past, generally, the Germans had the 
best research and development organization of any other country. 

General Yarrs. They had a very fine one. 

Senator Haypren. And what the Russians have gained is to a large 
degree those skills that they captured? 

General Yates. They certainly have not thrown away any of the 
German ideas; they are applying them. 

Senator O’Manonry. Now, let us look at page 448 of the justifica- 
tions. This shows in plain figures what you have just been telling us 
in the record here. 

General Yarss. Yes, sir. 
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LABORATORY OPERATIONS 


Senator O’Manonry. With the exception, perhaps, of the labora- 
tory operations. Of what do those operations consist? 

General Rorn. Laboratory operations consist of the pay of civilian 
personnel working directly on research and development projects, 
plus the cost of travel and per diem for those civilians, and officers 
traveling in connection with research and development projects; and 
thirdly, the purchase of materials and laboratory supplies and small 
equipment necessary to conduct research and development within the 
laboratories. 

The dollar value of personnel is approximately $43,000,000. 

Senator O’Manoney. Is that military personnel or civilian per- 
sonnel? 

General Roru. That is civilian personnel. This is the breakdown 
of the eivilian personnel. We started out at the beginning of 1951 
with a total of 6,625 people, and we ended up at the end of this year 
with 8,828, an average of 7,222 man-vears. 

Beginning with 8,828 on July 1, 1951, we intend to build up our 
personnel civilian strength to 10,528. 

Senator O’Manonery. You are referring to all of the personnel in 
research and development? 

General Roru. I am only referring to civilian personnel in direct 
research and development. 

Senator O’Manoney. My question was directed primarily to the 
laboratory phase of the work. 

General Roru. | can get that. 


Senator O’Manonery. The laboratories are private, or Air Force 
laboratories? 

General Rorn. They are Air Force laboratories. 

Senator O’Manonry. How many do you have? 

General Ror. In the laboratories? 


NUMBER OF RESEARCH LABORATORIES 


Senator O’Manonry. How many laboratories do you have? 

General Roru. We have nine laboratories at Wright Field, and we 
have a laboratory at the Air Force Cambridge Research Center, 
Cambridge Field in Boston, and one at Rome, N. Y. Also included in 
the cost is some of the centers like the missile test center at Banana 
River, Fla., and Holloman Air Force Base. 

Senator O’Manonry. What do you do to prevent duplication in 
the work of these Air Force laboratories and the contract work 
handled by private laboratories? 

General Roru. All of these laboratories are controlled by one 
central office. The projects which we have in the program are 
assigned to the laboratories by one central office, and the laboratories 
are specialized. 

For instance, the laboratories at Wright Field, where there is a 
group of them, propulsion projects will only be carried out in the 
propulsion laboratories, and electronics only in the electronics labora- 
tory, working in these fields in which they are particularly qualified 
to do technical work, this is also true of the propeller laboratory and 
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the aircraft laboratory. There is no duplication of laboratories or 
functions within the Air Force. 

General Yates. I would like to amplify that one point further, and 
that is, | believe some confusion has arisen as to our laboratories 
operating on development projects in competition with industry. 
That is not the policy. The large, and by far the greatest, part of 
our development work is done in industry and in universities. The 
laboratory personnel, so-called laboratory personnel, are those actually 
supervising and monitoring these contracts with industry, passing on 
the specifications. 

Senator O’Manonery. And the universities? 

General Yarrs. Yes, sir; in all cases. There is very, very little 
of our activity handled in shops. 


RESEARCH CONTRACTS 


Senator O’Manoney. 69.8 percent of the appropriation requested 
for research and development goes to industry, and 5 percent goes to 
nonprofit institutions, which | take it to mean universities and schools 
and colleges of one kind or another, and I think a list of which has been 
furnished us previously; and 6.4 percent to other Government agen- 
cies; and 18.8 percent to your own Air Force laboratories. 

Now, all of that work is supervised by whom? — 

General Ror. By the Research and Development Command, 
working under the policies established by the Chief of the Air Force. 

Senator O’Manonry. Who is the head of the command, as far as 
the Air Force is concerned? 

General Roru. General Partridge. 

Senator O’Manonry. What is his bac kground? 

General Roru. General Partridge has been very recently assigned 
to that command. He just came back from Korea and assigned to 
a new command which was established. 

Senator O’Manonry. What I am trying to get at is this: Is he a 
military man or is he a scientist? 

General Roru. He is primarily a military man. 

Senator O’Manonery. Then his work is administrative? 

General Roru. Yes, sir. 

Senator O’Manoney. | am trying to find out something about the 
scientific command which supervises all of this scientific operation. 

General Yares. The 18.8 percent in here actually is in large part 
engaged in the supervision of the work. My office in headquarters 
exercises general policy and technical control over the pieces of the 
program. This is passed down through administrative and technical 
channels to the laboratories, where direct supervision is given by the 
18 percent, which is not working on projects; it is administrative. 

Senator O’Manoney. It is administrative. Now, my original 
question was to elicit information as to what steps you take to prevent 
duplication of scientific research in these various laboratories. You 
have them scattered in industry, in schools and colleges, and in other 
Government agencies, and in Air Force laboratories. I take it that in 
the Air Force laboratory, vou are doing a certain amount of scientific 
work, are you not? 

General Yates. Yes, but mainly supervising work that is done in 
industry and universities. 
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Senator O’Manoney. If a man is capable of supervising the scien- 
tific operations of an industrial laborator y, or a university Jaborator y; 
he must have some scientific equipment. 

General Yates. That is correct. 

Senator O’Manonery. That is all I want you to put on the record: 
What is it? 

RESEARCH PERSONNEL 


General Yarrs. The organization of Research and Development 
in the Air Force is, briefly, a staff section in headquarters, composed 
of technical and military personnel, which does the over-all planning 
and the over-all programing—the Research and Development Com- 
mand, which has recently been organized, exercises direct supervision 
over the implementation of the program. That is, this program which 
we have just presented. They are organized within the command 
in technical fields; electronics, aircraft, guided missiles, armament, 
and so on, with competent technical officers and technical civilians 
from the headquarters level down through the command. 

Senator O’Manonry. Can you make it personal? Who is the 
highest technical and scientific person in the research and develop- 
ment program of the United States Air Force? 

General Yates. There is no one scientist who supervises the entire 
program. ! 

Senator O’Manonry. During World War II, the whole world knew 
that Vannevar Bush was about the top-flight person in Research and 
Development. 

General Yates. Possibly analogous to that would be Dr. von 
Karman, who heads our Scientific Advisory Board. With him are 
outstanding scientists in all fields. They review in detail our pro- 
gram, and give us guidance as to whether things can be done that we 
put, in, how we can best get them done, and what personnel are best 
qualified to do them. 

Senator O’Manoney. That is what I wanted you to get on the 
record. 

You have a high-grade and high-class group of scientists who will 
prevent duplication and prevent the expenditure of these funds in 
fruitless projects? 

General Yarrs. That is correct. I am sorry I missed your point 
earlier. We have the Research and Development Board, also, which 
exercises the same control interdepartmentally. 

Senator O’Manoney. That is a Research and Development Board 
which has a general overseeing supervision of all of this research and 
development “carried on by the three services, so that there is no 
duplication there? 

General Yates. That is correct. 

Senator Youne. I would be curious to know how the Germans 
went about this scientific research work under the Nazis. They 
developed some startling things in a military way. Did they sub- 
sidize industry? Did universities do the work, or what type of 
program did they use? 

General Yares. In detail, their program is not too far different 
from the method we are setting up right now with the Air Force. 

Senator Youne. Was it industry that did the work? 
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General Yates. Yes. They provided terrific funds to industry, 
they also had internal laboratories. But much of their work, a large 
majority of their work, was done on contract. 

Senator Younec. Was the guided missile, was that an industry 
development over there? 

General Rorn. The main guided-missiles base was a Government 
installation, but the personnel operating it, I believe, were operating 
under contract, that is, subsidized by the Government. 

Senator Youna. It was industry that developed the jet motor, was 
it not? 

General Roru. I believe the system over there is quite analogous 
to cur own method of conducting research and development. 


MAvOR WEAPONS COMPONENTS DEVELOPMENT 


Senator O’Manoney. I find this paragraph on page 450 in the 
justification of major weapons components development: 

During preceding years, accomplishments in this area for the most part have 
been minimized due to the pressing requirements for funds in other areas of 
activity. The situation of the past leads to increased Government expense. 
This can be seen in the lack of adequately developed components for some aircraft 
presently under procurement and the requirement of retrofitting newly developed 
equipment to existing aircraft. The acceleration and financial support of major 
weapons components development will permit more logical design of new aircraft 
or missiles to accommodate ali of the equipment and structural features required 
to perform an intended mission. It will reduce costly modifications and changes 
in design criteria on new production aircraft. 

Now, let us interpret that in plain English. 

General Yares. In plain English, in the past we were cut back so 
that a program was pointed toward mainly the development of an 
aircraft, the development of something to do the job, hoping we could 
patch existing guns, armament, and electronics equipment into it. 
We were forced to cut out many developments because of the cut- 
back. 

Our present concept is to develop a weapons svstem as a whole; a 
weapons system, for example, in air defense may be the ground net- 
ae the radar detectors, the control of the aircraft as it goes into the 

the location of the enemy by the aircraft—that means it is on 
cake —and the firing of its ar mament in the pr oper proportion, Our 
whole programing is focused to bring out a new piece of equipment 
which will fit into a complete system. The radar must fit the air- 
craft; the guns must do the mission. There must be the radar on the 
aircraft to do the mission, and there must be ground handling equip- 
ment to handle the aircraft. And in fact, the programing includes 
the environment, such as runways that are required for new and 
heavier aircraft. 

1952 BUDGET REQUEST 


Senator O’Manonsry. You are telling us, with this appropriation 
of $308,103,000, you do more of it during this fiscal year than you 
were able to do during the last fiscal year? 

General Yarrs. The program is now complete within each weapons 
system. 

Senator O’Manonry. But you have made progress up to date with 
the funds which have previously been provided, have you not? 
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General Yares. Yes, sir. 

Senator O’Manoney. Substantial progress? 

General Yates. We have made substantial progress, but limitations 
cut out certain components. 

Senator O’Manonry. This program is all directed toward provid- 
ing for the United States the most modern Air Force with the most 
modern equipment which is practical and utilitarian? 

General Yarrs. Yes, sir. 

Senator O’Manonry. How much of that money will be expended 
during fiscal 1952? 

General Yares. It is contemplated that it will all be obligated dur- 
ing fiscal 1952 

REQUEST FOR CONTRACT AUTHORITY 


General Asensto. It has been an expanded program. We have 
indicated, sir, that contract authority could be applied in this area 
to the extent of $200,000,000 of the $425,000,000 in the total research 
and development appropriations. 

Senator O’Manonry. The committee is very much indebted to you 
both for this presentation. 


RESERVE PERSONNEL REQUIREMENTS 


STATEMENT OF COLONEL SULLIVAN, HEADQUARTERS, UNITED 
STATES AIR FORCE 


BUDGET SUMMARY 


Senator O’Manoney. The next item is the Reserve personnel 
requirements. 

General Asensio. Our witness for the appropriation ‘Reserve per- 
sonnel requirements” is Colonel Sullivan of Headquarters, United 
States Air Force. 

Senator O’Manonry. Colonel Sullivan, we will be very glad to 
hear from you, sir. 

Colonel Sutitivan. Mr. Chairman and members of the subcom- 
mittee, I have General Hoag’s prepared statement. General Hoag 
was originally scheduled to appear before the committee. 

Senator O’Manoney. He is not available? 

Colonel Suuuivan. No, sir. 

Senator O’Manoney. The statement will be entered in the record, 
and we will be very glad to have you summarize it, if you will, sir. 

(The statement referred to is as follows:) 


STATEMENT OF Mays. GeN. Earu 8S. Hoac 


Mr. Chairman and members of the committee, in this presentation I intend to 
outline to you the fund requirements necessary to support personnel requirements 
for the USAF Reserve and AF ROTC programs. Funds appropriated will be used 
for Reserve personne! costs to include active and inactive-duty training pay, travel, 
clothing, and subsistence. Funds for ROTC personnel costs include pay and 
travel for summer camps, commutation in lieu of subsistence at ROTC institutions, 
and for clothing or commutation in lieu thereof. The total requirement included 
within the estimate before the committee is $30,635,000. However, it is estimated 
that approximately $7,535,000 of presently available funds will not be used until 
fiscal year 1952, thus our total requirement for new appropriations as shown in the 
estimates is $23,100,000. In order to take as little of the committee’s time as 
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possible in this presentation, I will refer to the series of charts you have been 
given which will make the information I am going to give you more readily 
understandable. The first series of charts refers to the Air Force Reserve. Of the 
$30,635,000 mentioned above, $10,659,500 is required for the Air Force Reserve. 
Chart No. 1 depicts the basic composition of the USAF Reserve. This presentation 
concerns primarily the Organized and the Volunteer Air Reserve since these are 
the programs requiring an expenditure of funds. Both of these elements of the 
Reserve program are required to support the current Air Force mobilization plan. 
However, these programs differ to a considerable degree as is indicated on this 
ehart. The differences arise from the use to be made of the Organized Reserve 
which fills a more urgent and timely requirement than the Volunteer Reserve. 

To indicate to you the status of Reserve personnel at the present time, I have 
had this chart (chart No. 2) prepared. The Korean situation and the resultant 
build-up of the Air Force required heavv levies on Reserve personnel. You will 
notice this chart shows the strength of Reserve units and individuals as of June 
25, 1950, and also what we estimate the Reserve strength to be as of June 30, 
1951. It is particularly important to notice that of the 506 organizations which 
were in being at the beginning of the Korean campaign, only 15 will remain in 
Reserve status. The remaining units, chiefly communications units needed for 
the expansion of world airways are not required for the present build-up but will 
be immediately required in the event of full mobilization. Of approximately 
60,000 Reserve personne! which constituted these 506 units, approximately 8,000 
will remain in a Reserve status. As you can see the Air Force is faced with the 
necessity for an almost complete reconstitution of the organized portion of its 
Reserve program. This is a problem of major magnitude and will, of necessity, 
have to be accomplished in a series of progressive steps. Only a portion of this 
rebuilding process can be accomplished during the fiscal vear 1952. 

The depletion of the Organized Reserve personnel inventories and the limited 
capability of recruiting airmen, based on past experience, are the main reasons 
why the Air Force is limiting its 1952 Organized Reserve program to only those 
personnel requirements which are of highest priority in the mobilization plan. 
Tt. has been necessary to eliminate flying training during 1952 for the Organized 

teserve since the aircraft required to support such flying training have been called 
into active dutv with those units of the Reserve that are now serving within the 
Regular Establishment. 

Under the current plans the Air Force Reserve requirements are divided 
according to purpose into four main priorities. These priorities are indicated on 
this chart (chart No. 3). 

(a) Our No. 1 priority concerns those personnel required to bring existing units 
of the Regular Air Force up to full wartime strength. Although the Air Force is 
programing its active units at strengths in excess of normal peacetime strengths 
these units will not contain the necessary personnel to permit them to fight or 
operate on a 24-hour basis. We consider this additional personnel requirement 
to be most urgent and necessary in the event of a more serious emergency. 

(6) In priority No. 2 we consider those personnel for units, largely service 
type, such as hospital units and air depot wings which do not now exist in 
sufficient numbers in the 95-wing structure, and which will be required for early 
deployment overseas to support this force when engaged in combat. 

(c) Priority No. 3 personnel are those required to provide replacements during 
combat. The fulfillment of this requirement will permit our present force to 
continue or sustain operation at the initial rate of activity. 

(d) No. 4 priority includes those personnel required to meet the programed 
build-up of the Air Force which will be necessary to attain ultimate victory in 
any war in which we might engage. 

As an initial step in the reconstitution of the Organized Reserve, the Air Force 
selected the first two of these priorities as an objective toward which it would 
work in fiscal year 1952. As will be seen from the first bar on this chart (chart 
No. 4), these requirements total approximately 137,000, of which 121,000 repre- 
sent the No. I priority—individuals to fill our present organizations to war 
strength. The remaining 16,000 are required to man the units needed for early 
deployment overseas, which represents No. II priority. At this point, I would 
like to reiterate the difficulties we anticipate in manning the Reserve program 
during fiscal year 1952 because of the depletion of our Organized Reserve pro- 
gram. The second bar on this chart (chart No. 4) indicates the strength in 
officers and airmen which we estimate remained in the Organized Reverve inven- 
tories as of June 30,1951. The third bar on the chart (chart No. 4) indicates the 
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number of officers and airmen we anticipate reaching by the end of fiscal year 
1952. We expect a more or less uniform growth during the fiscal year. 

In order to train the reservists required in the priority No. 1 category—i. e., 
those required to fill existing units to war strength—assignments will be made, 
insofar as possible, to the actual position the individual will fill in the event of 
mobilization. This program is known as the mobilization-assignment program. 
In instances where we cannot assign a reservist to a specific position in a unit 
because of the location of his residence, he will be assigned to a training. unit 
which will provide him with the training necessary to hold the position for which 
he has been earmarked. 

As you will notice, the first and second bars of this chart (chart No. 5) compare 
Air Force requirements for the priority No. 1 individuals and the number we 
anticipate will be engaged in mobilization-assignment training by the end of the 
fiscal year. The personnel required in our second priority—i. e., those needed 
to man units to be deployed overseas in the early stages of an emergency—will be 
assigned within our corollary unit program. A corollary unit is a Reserve unit 
which is organized similarly to and normally satellited on a parent Air Force 
unit for training. Bars 3 and 4 of this chart compare the number of personnel 
required to completely man these units and the number of personnel we antici- 
pate will be assigned in this program at the end of the fiscal year. 

We expect that the increase in manning from our initial inventory to the esti- 
mated end-year strengths will be generally uniform throughout the year. This 
chart (chart No. 6) indicates this increase and the average number of individuals 
in each program for the year. Our budget calculations are based on these average 
strengths. 

During fiscal year 1951 all personnel in the Organized Reserve were authorized 
48 training periods for pay per year. During fiscal year 1952 only those per- 
sonnel assigned to corollary units will be authorized 48 paid training periods. 
As shown in this chart (chart No. 7), the majority of our mobilization assignees 
will be authorized 24 paid periods, whereas some will be authorized only 10. 

I mention that a portion of the mobilization-assignment personnel could not 
be trained by on-the-job methods in the position for which they are needed 
because they do not live near enough to an Air Force unit of the type which can 
provide them the proper training. Approximately one-half of these people will 
fall in this category. These mobilization-assignment personnel will be trained 
in training units which will be located in 30 metropolitan areas. These units will 
be somewhat similar in composition to the troop-carrier wings which were located 
at Air Force Reserve training centers during fiscal year 1951. Because of the 
lack of aircraft, no flying training will be conducted. Our plans for fiscal year 
1953 envisage the equipping of these training centers with aircraft and a resump- 
tion of flying training. This flying-training program is a part of our long-range 
plan for the reconstitution of the Organized Reserve. The nonflying training 
which will be conducted at these locations in 1952 will also be continued in 1953. 

The personnel in corollary units will be trained by the personnel who are their 
counterparts in the Regular Air Force unit to which they are attached. They 
will use the equipment, supplies, and training devices of the Regular Air Force 
unit in their training. . 

The personnel in the Volunteer Air Reserve represent valid mobilization 
requirements. The chief reason that they fall in the Volunteer Reserve category is 
that they do not live near enough to Organized Reserve training facilities to 
participate in Organized Reserve training. The objective of the Air Force for 
these personnel during fiseal year 1952 will be to completely reclassify their skills, 
screen them for availability for military service, and to provide them the maximum 
amount of training possible under the circumstances. 

As you will note from this chart (chart No. 8), a large portion of the Volunteer 
Reserve is not assigned to training units. Many of these personnel are not 
assigned to units because they live in small or isolated communities where the 
Air Force has had no Volunteer-unit program. It is planned to stimulate a flow 
of personnel from this large pool of reservists into the Volunteer training-unit 
program by increasing the number of Volunteer training units during 1952, as 
you will observe from the lower half of this chart (chart 8). A general professional- 
type training course which has been prepared by the Air University is conducted 
in these units. Although no inactive-duty training pay is authorized for par- 
ticipants in the Volunteer Air Reserve program, a selected group of 7,500 officers 
will be authorized 15 days’ active-duty training during fiscal year 1952. This 
program is intended to provide refresher training to mobilization-designation 
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personnel. These personnel are similar to mobilization-assignment personnel 
except that they are precluded from participating in inactive-duty training in 
the positions for which they are earmarked because of the geographical location 
of their residence. Additionally, training will be provided to generally indoctrinate 
the commmanders and training officers of volunteer units in new procedures and 
techniques of the Air Foree. These officers will, in turn, provide this indoctrination 
for the other members of their units. 

(a) An additional media of training is the extension-course program which will 
be available to all reservists. These courses are new; they have been developed 
by the Air University based on the instruction given in the Regular Air Force 
courses. They offer the reservist a splendid opportunity to increase his professional 
military knowledge and to fit himself for greater responsibilitv. This training is 
especially adapted to reservists who live in isolated communities and are not 
readily available to Reserve training units. 

(6b) Refresher training in technical specialities will be authorized for 500 officers 
and 600 airmen by the Air Training Command during 15-day periods of active 
training. 

(c) The Air Force will contract with civilian schools and industrial concerns to 
provide refresher training in technical subjects at nights and on week-ends. In 
this program, 5,000 reservists will be authorized an average of 60 hours’ instruction 
in the vicinity of their residence. 

(d) Advanced professional courses, varying from 5 to 165 days, will be author- 
ized for 231 reservists. These include courses at the Air War College and Air 
Command and Staff School. Members of the Organized Reserve will be given 
priority for attendance at all of these courses; however, volunteer reservists will 
be eligible to attend. 

(e) Joint service schools of 15 days’ duration will be authorized for 411 re- 
servists. These include courses such as the field eeonomic-mobilization course 
conducted by the Industrial College of the Armed Forces, and radiological-defense 
courses. Organized reservists will be given priority, but eligibility for attendance 
will be extended to volunteer reservists. 

This completes the presentation of the Air Force Reserve program. 

Of the total estimate of $30,635,000 before you, $19,975,500 is to support the 
Air Foree ROTC program. 

The Air Foree ROTC is to become the major source of junior officers for the three 
components of the Air Force. Its mission is to develop in prospective college 
graduates the qualities of leadership and other attributes essential to their progres- 
sive advancement to positions of increasing responsibility as commissioned officers, 
and to prepare them for immediate assignment to specific duties in the Regular 
Air Foree, the Air Force Reserve, and the Air National Guard. 

The Air Foree ROTC program completed its second vear on June 30, operating 
during fiscal year 1951 in 125 colleges and universities. A total of 6,829 students 
graduated from the program in fiscal year 1951, all of whom are being ordered to 
extended active duty. 

The current Air Foree requirement, to be achieved as rapidly as possible, is an 
annual production of 27,750 ROTC graduates, divided into specific requirements 
in each of eight specialized Air Force fields of study. We have determined from 
experience that we must enroll an absolute minimum of 65,516 freshmen at the 
beginning of each school year to reach an annual production of 27,750 in due time. 
Study of the’125 institutions in the program revealed that they could not produce 
27,750 Air Force ROTC graduates annually, and on April 20, 1951, the Secretary 
of the Air Force announced the establishment of 62 additional units. In fiscal 
1952, therefore, the program plans to operate in 187 colleges and universities. 

Subsequent to the announcement of the establishment of the new units, we have 
apportioned the production objective of 27,750 graduates among the 187 schools 
to be in the program, taking into account the potentialities and sepcific capabilities 
of each. The institutions now in the program are considered capable of producing 
the required numbers and types of graduates. 

When our budget estimates were originally prepared, we operated on the basic 
assumption that practically all the colleges and secondary schools in the country 
would begin, as of approximately July 1, to operate on an accelerated, year-around 
basis. It now appears certain that only a few institutions will begin an accelerated 
program this summer; the great majority will offer only their normel summer 
programs. We plan to operate the Air Force ROTC program this summer only 
in the Air Force ROTC institutions which do accelerate end in a few others which 
has specifically requested us to operate during their normal summer programs, 

Under current plans, we anticipate a program reduction in the first and second 
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vear advanced Air Force ROTC course. We must suggest, therefore, that the 
budget estimate be reduced under project 529 (‘‘Pay and allowances of Air Force 
ROTC students’’) by $4,794,000, reflecting an adjusted total project requirement 
of $9,091,000 instead of the original estimate requirement of $13,885,000. Like- 
wise, we suggest a reduction in the budget estimate under project 561—S (‘‘Indi- 
vidual clothing, ROTC’’) by $763,000, reflecting an adjusted total project require- 
ment of $3,726,500 instead of the original estimated requirement of $4,489,500. 
If approved with these reductions, the budget will support and maintain personnel 
requirements for the first step toward the ultimate production of 27,750 com- 
missioned graduates annually and, it is estimated, will produce 9,282 commissioned 
graduates during fiscal year 1952. 

The reduction of the Air Force ROTC portion of the estimate by $5,557,000, 
from $19,975,000 to $14,418,000, reduces the total requirement for this appro- 
priation from $30,635,000 to $25,078,000. 

This completes the presentation on the Air Force Reserve and ROTC programs 
with the exception of this chart (chart No. 9), which indicates the division to be 
made of the funds requested to be appropriated. 


STATUS OF ORGANIZED RESERVE PROGRAM 


Colonel Sutuivan. I have photostatic copies attached of the charts 
referred to in the prepared statement of General Hoag. 

Senator O’Manonry. Very good. 1 will be glad to see the charts 
if you will distribute those to the other members of the cémmittee; 
and whether we will be able to reproduce them in the record remains 
to be seen. 

These charts are not classified? 

Colonel Sutiivan. No, sir; they are not. 

As the committee is aware, the Korean situation and the resultant 
build-up of the Air Force required heavy levies on the Reserve per- 
sonnel. It is important to note that, of the 506 organizations in the 
Organized Air Reserve which we had in being at the beginning of the 
Korean campaign, we will have only 15 left as of June 30, 1951. Since 
that date, these in turn have been inactivated, and the members of 
those units either recalled or given mobilization assignments within 
our 1952 programs. 

Of approximately 60,000 Reserve personnel that we had in the 
Organized Reserve units at the beginning of the Korean conflict, 
we have only 8,000 left in those units. 

As you can see, the Air Force is faced with the necessity for an 
almost complete reconstitution of our organized portion of the Re- 
serve program. 

Senator O’Manonery. That means that personnel who were in the 
Reserve and who were trained for the Reserve have already been 
relieved and have gone back to civilian life? 

Colonel Sutttvan. No, sir. We have recalled out of the Organized 
Reserve the major portion of the 60,000 people that we had in the 
program a year ago. We have remaining in the Organized Reserve 
only approximately 8,000. 

Senator O’Manongy. Then it was a misunderstanding. It is the 
other way around, then. The number of persons in the Inactive 
Reserve has been depleted? 

Colonel Suttivan. No, sir, in our Inactive Reserve—I am speaking 
now of our Organized Reserve portion 

Senator O’Manoney. Is it true that the number of persons in the 
Organized Reserve—that is to say, the persons not on active duty— 
has been depleted? 
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Colonel Suttivan. Yes, sir. This chart shows graphically what 
has happened. We had, as of June 30, 506 units; and as of the end 
of the fiscal year we had only 15 remaining, and these no longer re- 
main now. 

Of the fifty-nine thousand-odd people that we had in the program 
as of June, we are left with approximately 8,000. 

Senator O’Manonery. And the difference between 28,126 officers 
and 31,486 men upon the one hand, and 8,198 officers and men now 
left in the Organized Reserve—how many of them are. actually in 
service? 

Colonel Sutirvan. All of them are in service, Mr. Chairman, with 
the exception of the 8,000 and a relatively small number who were 
eligible for deferment and were transferred from the Organized Re- 
serve to the Volunteer Reserve. 

Senator O’Manonery. So that the Organized Reserve which you 
had as of June 1950, pre-Korea, has proven itself, because it has con- 
tributed approximately 51,000 officers and men to the Air Force? 

Colonel Suuiivan. That is right, sir. 

In addition, to try to reconstitute this Reserve program, you can 
well see, sir, that we are faced with a major task. We have determin- 
ed this year, sir, that we would try to take the first step in meeting our 
requirements. The requirements far exceed the number of people 
that we hope to get back into our Organized program. 

Senator O’Manonry. The persons who were in the Organized 
program in June of 1950 were persons who had received actual ex- 
perience in the Air Force; were they not? 

Colonel Sutirvan. That is right. 

Senator O’Manoney. Where are you going to recruit the people to 
build up a new Organized Reserve? 


VOLUNTEER AIR RESERVE 


Colonel Suttivan. Well, as you know, sir, we have approximately 
250,000 people remaining in our Volunteer Air Reserve. Approxi- 
mately 50,000 of these are assigned to Volunteer Air Reserve training 
units. ‘The remainder are in what we call our Volunteer Reserve 
sections of the numbered Air Forces, and they are actually names 
records only. 

We hope, by reconstituting a new program and spreading, in many 
instances,. Volunteer Reserve training-unit locations, to encourage and 
get many of those people back into our Reserve program. They are 
our main source at the moment, sir. 

Senator O’Manoney. What is their age group now? 

Colonel Sutitivan. The average age group throughout our Reserve 
program is slightly in excess of 30 some years, I believe. I do not 
know exactly. I know on pilots it is probably about 31. 

Senator O’Mauoney. If these pilots are of an average age of 30 
years or 31 years, if they have not maintained flying practice, they 
will not be the very best of material; will they? They will be out of 
practice; will they not? 

Colonel Sutuirvan. Well, sir, they would. I am not a training 
command officer. 

Senator Tuyr. The Active Reserves had a certain number of 
flying hours per year required, is that not right? 

Colonel Suutiivan. That is right. 
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FLYING TIME FOR RESERVE PERSONNEL 


Senator Toys. And the Inactive Reserve could go out and fly, in the 
event they desired to fly? 

Colonel Suturvan.’ No, sir.. Our Inactive Reserve, we neither 
required them to fly nor ‘did we provide, in the budget, money for 
flying time. 

Senator Toys. In the event they went out to the field, they could 
fly with the Active Reserves any time that they went out there, 
could they not? 

Colonel Sutuivan. No, sir; they could not. 

Senator Tuyr. Then some of them, as I understood it, were doing a 
little flying when they should not have been. 

Colonel Suuiivan. Yes, sir. As you know, in the Organized 
Reserve we provided in our program 80 hours, last year, and we 
required those officers to get instrument checks and accomplish all of 
the minimums which we require for Regular officers, on a reduced 
scale. 

Senator Tuyr. Had the same number of required hours been in 
existence from the date of their discharge up until Korea, or did you 
step it up from Korea on? 

1 will frame my question this way: What had been your required 
fiving hours from the time that they went into the active Reserves, 
and was it the same each year? 

Colonel Suturvan. In 1950 and 1951, it was 80 hours a year. 

Senator Ture. Was it likewise in 1949 and 1948? 

Colonel SuLiivan. Sir, I am not sure. I cannot answer the ques- 
tion specifically. I do not believe that we had a flying-hour require- 
ment, sir, in 1948 and 1949, as a requirement for Reserves. 


DRILL PERIODS 


Senator O’Maunoney. Let me pose the question to you gentlemen 
in the language of the executive director of the Air Reserve Associa- 
tion, and ‘this letter was addressed to the chairman of this subcom- 
mittee by Mr. A. B. McMullen, who occupies that position. It is 
under date of August 14, 1951: 


Dear Str: With reference to the Department of Defense appropriations bill of 
1952, it is difficult for this association to understand why the number of training 
periods for the Organized Reserve, which is designed to provide an M-day force 
ready for immediate service with Regular Air Force units during any type of 
emergency, should be reduced by 50 percent in comparision with former years. 

It is our opinion that 48 drill periods per year are required to maintain the 
Organized or ready Reserve in an immediate mobilization and deployment status. 

As presently planned, the Air Force program for the Organized Reserve during 
fiscal 1952 includes but 11,000 officers and 20,500 airmen, plus 15-day training 
periods for an additional 7,500 officers, and that the difference in cost between the 
24 and 48 inactive duty training periods per vear for pay would only amount 
to approximately $2,000,000. 

It is therefore respectfully requested that vour committee during hearings on 
1952 appropriations for the Armed Forces obtain the information necessary to 
determine what effect this reduced training may have on the effectiveness of our 
Organized Air Force reservists. 


Now, I will hand you this letter, Colonel Sullivan, so that you can 
have it before you as you answer the question. 


Colonel SuLuivan. There are two issues involved here. One is of 
drill periods for training, and one of drill periods for pay. 
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The statement is made here in the letter, in paragraph 2: 


It is our opinion that 48 drill periods per year are required to maintain the 
Organized or ready Reserve in an immediate mobilization and deployment status. 


And, sir, we agree 100 percent with that. We will require and have 
required in the past, in our Reserve program, that all persons assigned, 
individuals assigned in the Organized Reserve, be scheduled for 48 
drill periods per year. 

We will still require that an individual train 48 times per year, and 
in fact, by regulation, sir, if a man in our mobilization assignment 
program does not participate in nine training periods in any quarter, 
we take administrative action to take him out of the program. He is 
not training at the desired degree. In other words, there is the 
flexibility between 36 and 48. 

Now, the question of how many of these people will continue to 
train at a training pay rate less than the required drill rate is a matter 
of: Will the reservists participate? 

Senator O’Manonery. What is the basis on which you pay these 
reservists? 

Colonel Sututivan. We pay a reservist for each scheduled drill 
period at his base pay and allowances. 

Senator O’Manonery. You pay him for the full number of hours on 
drill periods which he fulfills? 

Colonel SuLiivan. Yes, sir, we pay a man now for 48 drill periods 
per year, and that is 48 days’ pay; with a reduction in our program 
now, we will require a man to drill 48 periods a year, but in the pro- 
gram this vear we will only pay a man for 24 of those periods. 

Senator Haypen. What has been the practice in the past? Has he 
been paid for 48 or 24? 

Colonel Sutuivan. We have paid for 48 drills across the board in 
the past; in our 1950 and 1951 program we had 48 drill periods for pay 
and training. 

Senator Haypen. It was because money enough was appropriated 
so you could pay them? 

Colonel SuLLIvAN. Yes, sir. 

Senator HayvpeN. Now the House has reduced the amount of money 
available for that purpose, so you can only pay for 24? 

Colonel Suttivan. No, sir. 

Senator HaypEeN. Was it the budget? 

General Asensio. The reduction was made prior to submission of 
the Prestdent’s estimate. 

Senator O’Manonery. The Bureau of the Budget reduced the pay 
amount in the bill? 

General AsEensio. Yes, sir. : 

Senator Haypgen. What was the justification for that? 

General AsEnsio. Sir, it was on the basis of a reduced number of 
drill periods. We did not accept that principle, and therefore we are 
faced with the dilemma of requiring 48 drill periods but being able to 
pay for only 24. ' 

Senator O’Manonery. Can you get an Organized Reserve on that 
basis? 

General Asensio. That is a moot question, sir, and as far as we are 
concerned, it remains to be demonstrated that you can. We have 
fears that we cannot. 
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mittee—and do not be inhibited by the Bureau of the Budget, neces- 
sarily. 
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General Asensio. As far as we are concerned, this $2,000,000 that 
4 is mentioned in here is of the proper order of magnitude. We estimate 


E that it will require $2,300,000 in order to pay for the additional 24 
Ee drill periods. 


a Senator O’Manonry. My understanding is, from the testimony of 
re Colonel Sullivan, that you paid the full 48-hour periods during the 


past, and as a result of that you developed 51,000 officers and men 
who are now capably serving in the Air Force. 
: General Asensio. That is correct. 
Ff Senator O’Manonery. The question is, therefore, Can you accom- 
. plish as successful a mission if you require the Organized Reservists 
to train the same period but pay them for only half of the periods? 
What is your answer to that? 

General Asensio. I think the only absolute guaranty of success is 
to continue in the same manner as we have proceeded heretofore, 
having the requisite number of drill periods and paying them for 
‘ every drill period. 

Senator Youna. A drill period is 2 hours, and you pay them for 
a day? 

Colonel Sutiivan. It is a minimum of 2 hours, and normally we 
schedule four in the Air Force. 

Senator Young. You give them a day’s pay, however? 

Colonel Suttivan. Yes, sir. And by law, the minimum is 2 hours 
per drill period. 

Senator O’Manoney. ‘What you are telling the subcommittee now 
is that you cannot tell, until you have operated under this new 
schedule, how successful you will be in the development of the Organ- 
ized Reserve on this basis? 
yeneral Asensio. That is correct, and it depends entirely on the 
patriotism of the reservists, rather than a desire for remuneration. 
: We feel that the patriotism that has been demonstrated in the past 

is not to be questioned, and perhaps it will overcome a lack of remun- 
eration. But that is pretty much to ask of the Reserve Officers. 
Colonel SuLLivan. Particularly in the Airmen field. 














PAY BASE FOR RESERVE DUTY 






Senator O’Manoney. What is the base schedule? 
General Asensio. The normal rates of pay for the grades involved 
sir, as they are in the Regular Service. 

Senator O’Manoney. I see. 

Senator Taye. What would a first lieutenant get for his 2-hour 
period of duty? Supposing he is in the Reserve, and the day that he 
reports in, and he does his flying, whether it is 2 or 4 hours, what 
would he draw as pay for that day, a first lieutenant? 

Mr. Surir. A lieutenant would receive a base pay of $9.74 on in- 
active duty, and on active duty he receives subsistence and quarters, 
subsistence of $1.40 and quarters of $2.75. That is with dependents. 
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And without dependents, he would receive 50 cents less, or $13.39 
when he is on active duty. 

Senator Tuyn. And there are longevity provisions? 

Mr. Surir. We are figuring this with the average longevity of a 
first lieutenant of approximately 6 years. 

Senator O’Manonry. The common sense of this situation appeals 
to me like this: It is generally recognized, I think, by the members of 
this committee, that air power ought to be expanded, and we are ap- 
propriating huge sums of money to authorize the acquisition and 
procurement of the aircraft and other components to provide the 
best air fleet possible. We know that it is useless unless we have man- 
power, and we know also that we are short of manpower. Therefore, 
it is clear that if we are going to have an effective Air Force, we have 
to have procurement of airmen. And the appropriation that we 
make to pay the Reservists is an investment in trained manpower. 


OBJECTIVE OF PERSONNEL PLANNING 


Your justification indicates. that the general objective of the per- 
sonnel planning was to raise a force of 137,000 Reserve officers and 
airmen; and that you do not believe it will be possible to do this 
during 1952; that you have sent the estimate up here on the basis of 
an Air Force Reserve of 31,258 officers and airmen by the end of 
fiscal 1952. This is to be made up of 10,758 officers and 20,500 airmen. 

Now, the simple question, to my mind, is, can you get it by re- 
ducing their pay? 

General Asensio. We think that there is grave doubt, sir, and we 
think that there is particular inequity in the case of the airmen. 

Senator O’Manonry. How much would be needed to do the job 
as we did it before, to raise the Reserve that-is now in active service? 

General AsENsto. $2,300,000 additional, sir. 

Senator Youne. I imagine the average reservist loses pay on his 
civilian job when he is on duty with the Air Force. 

General Asensio. A great deal of this type of training takes place 
on weekends, sir. 

Senator Young. The average reservist receives a rather moderate 
salary in civilian life, too, does he not? 

General Asrensio. I should say that that would be true. 

Colonel Sutiivan. In the senior grades, it is not true, sir. Of 
your airmen; and your junior grade officers, that is true, because they 
are of the younger ages. 

Senator Haypen. What concerns me, Mr. Chairman, is this age 
statement. You are going to depend upon men who obtained their 
training during the Second World War, and who now have an average 
age of 30 or 31, and it seems to me that they are getting past the prime, 
and it cannot be but a few years when they would be no longer useful 
to you. 

Now, they had to obtain that training while they were in the service, 
and while they were young; and my concern is, what are you doing 
within the service itself, through officers ’ training or pilot training or 
any kind of training, to take young men who are absolutely green, 
and know nothing about it, and make them serviceable to you? 

General Asrnsio. Our first problem immediately is to man the 
expanded Air Force. We expect that as we attain the necessary 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 1567 


manpower for that force, and continue through the years, that we 
will be able to revitalize, in terms of average age, the Reserve. I 
think that that is the most summarized way we might state it. 

Senator Haypen. It is an additional argument as to why we should 
appropriate an ample sum of money at-this time to meet an emergency, 
but the question is: What are they doing to take young men who come 
into the service and who know absolutely nothing about flying, and 
training them just as these men were trained during World War II, 
so that these older men may be more promptly released? Because 
you cannot make anyone believe that, so far as an airman is concerned, 
a young one is not better than an old one. 

Senator O’Manoney. You cannot train a reservist on the hourly 
schedule that is in this program, and you cannot train a person who 
has not flown a plane in the time that is devoted to training or practice 
of the Reserve. 

Colonel Sutirvan. That is right, and, in turn, our personnel who 
have been on active duty have no Reserve obligation upon going off 
active duty, and it is one of loyalty and his own wish. 


SOURCE OF TRAINED MILITARY FPERSONNEL 


Senator Haypen. Is there anything in the ROTC training that 
would take a perfectly green young man and make a pilot out of him, 
all in the ROTC? 

Colonel Sutiivan. Not in the ROTC program, but we have our 
aviation cadet program, which will give us our pilots. Our ROTC 
program will get us all of the allied technical people who will come 
in, and serve active duty with the Air Force, and will come out as 


youngsters into our Reserve program. 

In turn, as you know, sir, the Congress has taken separate action 
now on selective service and UMT, which will give us people with a 
Reserve obligation after we get past this period. There is where our 
source will be, sir. 

Senator Haypen. It is to get over the hump, as the chairman has 
said. 

Senator Toye. The House right now have a subcommittee that is 
making a study of the over-all Reserve program question. 

Colonel Suturvan. They do have; the Brooks subcommittee. 

Senator Haypen. And if they come out with a report, will that not 
to some extent change the appropriation question that we have 
before us? 

Colonel Sutiivan. No, sir; it will not, in this fiscal year. I do not 
know that it will. We do not know the final action on the bill. 

Senator Tuyr. There is considerable complaint on the Reserve, the 
administration of the Reserve program, and the calling up of the 
Reserves. My mail so indicates, and I am sure your mail would, 
too. And that is one of the grave problems that we have before us. 
There is this complaint, that the Reserves are called in, and yet there 
are those that are qualified and eligible to be called into military 
service who are not being called in. 

Colonel Suutuivan. That is right, sir. 

Senator Tarr. How are you going to overcome that criticism? 

Colonel Sutiivan. The only way we can do it, sir, on a long-range 
basis, is to screen all of these people for availability, and bring them 
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up to date on their specialty. As you know, many of these people 
left the service in 1946, and have been carried on a record in the num- 
bered Air Forces, and they have not had physicals in many instances, 
which all costs money; they must be screened for availability. 

That is being accomplished now, but it is a slow task, and it will 
take a considerable period of time for the 200,000 people involved. 

Senator O’Manoney. Colonel, where are you going to get 10,758 
officers for the Air Force Reserve by the end of 1952, fiscal year 1952? 

Colonel Sutirvan. On the left is indicated the number of officers 
and airmen that we have on our rolls today who are not participating 
in our Organized Reserve program. This is the primary source that 
we hope for recruiting into our Organized Reserve. 

Senator O’Manoney. But these are men who served in World 
War IT? 

Colonel SuLiivan. Yes, sir; they are. 

Senator O’Manoney. And these are the men who have an average 
age of 31 years? 

Colonel Sutiivan. That is right. 

Senator O’Manoney. How many effectives can you get out of that 
pool to accomplish this goal of 10,758 officers and 20,500 airmen by 
the end of fiscal 1952? 

Colonel Suttivan. Well, sir, they are at the moment our only source 
to reman. 

Senator O’Manoney. I know they are the only source, but it strikes 
me, as I think it struck Senator Hayden, that you are going to have a 
tough time getting them from this source. 

Colonel Sutiivan. Yes, sir; we will; we certainly will. 

Senator O’Manoney. Because as their age advances, they become 
less good material, necessarily so. 

Colonel Sutiivan. That is right, sir. 

Senator O’Manoney. It will not do any good to enroll men who are 
not capable of flying, will it? 

Colonel Sutuivan. No, sir. 

Senator O’Manoney. What steps do you take to examine the men 
who are enrolled? 

Colonel Suttivan. We will only take qualified people out of this 
source and put them into the Reserve units; and those, at the same 
time, we will screen for availability. Many of them will have depend- 
ents, and jobs, which would put them into a deferred status. So that 
as each of these individuals is given an assignment to the Organized 
Reserve, he will be screened. 

Senator O’Manonry. What are the elements that enter into the 
determination of the qualifications? 

Colonel Suuttivan. He will be screened for availability, job status, 
physical condition, as well as qualification to the assignment which 
he has requested. 

General Asensio. We also have a source that will be utilized here, 
Mr. Chairman, in the turn-over from the Regular Air Force that is 
anticipated this year. Our gain-and-loss table shows that approxi- 
mately 130,000 individuals will be lost from the Regular Air Force, 
and a good many of those will be in lower age brackets and will, we 
hope, be among those who are recruited to make up this total of about 
31,000 men. 
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Senator O’Manoney. It all depends upon the reasons for which 
they are lost, does it not? 

General Asensio. Yes, sir. 

Senator O’Manonery. Do you expect that out of the 130,000 who 
will be lost, there will be pilots qualified and available, physically and 
otherwise? 

General Asensto. In limited numbers only. 

Senator O’Manonry. Enough to make up this over-all total? 

General Asensio. Yes, sir. This is a considered total, this thirty- 
one-thousand-odd. 


HOUSE CUT OF RESERVE PERSONNEL REQUIREMENTS 


Senator O’Manonry. Let me point out, as has been indicated to me 
by General Moore, that the House cut from the appropriation for Air 
Force Reserve personnel requirements $5,557 ,000, so that an additional 
$2,000,000 vou agree would be needed to meet the pay schedule for the 
full comple ment of men for the full complement of training period, 
could be inserted in the bill without taking it before the budget? 

General Asensio. Yes, sir, $2,300,000. 


ROTC PROGRAM 


Senator O’Manoney. Are there any other questions to be asked on 
this subject? 

[ notice there is a paragraph on page 475: 

During fiscal vear 1951, Air Force ROTC units were maintained at 125 colleges 
and universities. As of January 27, 1951, the Air Staff developed an annual re- 
quirement for 27,750 Air Force ROTC graduates, broken down into specific re- 
quirements of each of the 8 specialized Air Force areas of instruction cited above. 
To satisfy increased officer requirements of the Air Force, the Secretary of the Air 
Force on April 20 announced the establishment of 62 new units. In fiscal year 
1952, therefore, the Air Force ROTC program will be operating at 187 colleges 
and universities. 

What will that operation produce? 

Colonel Sutuivan. I would like to have Colonel Singleton answer 
the question. 

Colonel Stneteton. To answer that question, do you mean 4 
years from now? 

Senator O’Manonry. I want to know—this program which the 
Secretary has approved, announcing 62 new units and operating 
at 187 colleges and universities, what will that program produce in 
1952 by way of qualified Air Force material, that is, human material? 

Colonel Stncteton. The human material which they produce 
will be men eligible for commissions, men who have college degrees. 

Senator O’Manonry. How many? 

Colonel Stneteton. In the coming year—I do not know if I can 
recall, and, if I cannot, I can look 1t up—approximately 9,300 will 
complete the institutional phase. 

Senator O’Manoney. Would they then be qualified to go into the 
Reserve? 

Colonel Stneteron. They receive their commissions in the Re- 
serve, and the present policy is to call them immediately to active 
duty ‘with the active Air Force. 
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Senator O’Manoney. So that they would not be a source for build- 
ing up the Reserve, and they are a source for building up the active 
Air Force? 

Colonel SinetetTon. As of now; yes, sir. 

Senator O’Manoney. Is this a and enough program to produce 
the officers and men which you will need? 

Colonel SincLeToNn. Over and above current requirements by the 
active Air Force and the Reserve? Is that the intent of the question? 

Senator O’Manoney. The intent of the question is this: To elicit 
information as to how we can obtain flying personnel for an expanding 
Air Force. 

Colonel Sinaieton. This is one source for such flying personnel. 

Senator O’Manoney. And is it a sufficient source? 

Colonel SincLtetTon. That, sir, I could not say. It is scheduled 
that this program will produce 





EXPANDED PROGRAM 


Senator O’Manoney. This is a schedule for the present program, 
and Congress is thinking in terms of an expanded program, and it is 
no secret that the Joint Chiefs of Staff and the Secretaries are also 
thinking of an expanded program. 

Colonel Sincieron. This program is geared to the 95-wing Air 
Force set-up. 

Senator O’Manoney. But will it produce enough, even for the 95 
wings? ; 

Colonel Sincteron. The Regular Air Force developed the require- 
ment for the 27,750 annually, to be achieved as soon as possible, for 
the purposes of fulfilling the requirement from that. 

Senator O’Manoney. That is all perfectly clear, but I am not 
talking now in terms of this budget. I am talking in terms of the 
actual recruitment of your flying personnel. It is evident, from the 
testimony of Colonel Sullivan, that you are going to have difficulty 
in building up Reserve training units from the source that is now 
available. It is evident from your testimony that the ROTC grad- 
uates go immediately into the active Air Force. So the question 
follows: Can we successfully expand ROTC so as to get more material 
for an expanding Air Force, and should we do it? 

Colonel Suuuivan. I think, sir, that the ROTC program has to be, 
particularly for our pilots, supplemented by an aviation cadet pro- 
curement program; is that true? 

Senator O’Manoney. I have no doubt about that. 


UTILIZATION OF ROTC GRADUATES 


General Topp. May I comment on that? In 1952, we plan on 
commissioning 10,394 ROTC graduates in the Reserve, and you 
mentioned 9,300, I believe, Colonel, but I believe it is 10,394. Those 
will be in the fields of communications, engineering, installations— 
namely, engineering background people, and construction engineering, 
armament, and the general technical fields other than those that | 
just mentioned. 

Then in the field of administration, we will acquire almost 2,000, 
and we will have comptrollership background, namely, from schoools 
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us in our maintenance and our supply fields, and in flight operations. 
A number of universities are now offering courses in that. 

We will draw from that 10,000 those individuals who qualify 
physically and who desire voluntarily to take flying training, either 
as pilots or as observers, in the fields of navigation, bombardment, 
and so forth. 

But our limitations in the flying training program, both for pilots 
and observers, are two: One, in the availability of training aircraft; 
and the other is in the availability of bombardment equipment, the 
radar equipment, and the bombing system for training. And we, in 
developing a pilot training rate, for example, of 7,200, base that on 
the availability of training aircraft in the time periods that we are 
dealing with, and not as a requirement. Our requirement was nearer 
10,000, but we could not achieve it. 

Insofar as availability of people to expand to that 7,200 rate per 
year is concerned, we have them waiting for the training at the 
present time. 

Senator O’Maunoney. You have them waiting? 

General Topp. Yes, sir; we have qualified people who passed their 
physical examinations, on our rolls ready to be called. We have 
even been concerned about our keeping them on those rolls beyond 
the time limit established by the Director of Selective Service. 

Senator O’Manoney. You have heard the testimony of witnesses 
who want a 150-wing Air Force, and you have heard the talk about 
legislation to go higher, or somewhat lower. Now, all of that talk is 
completely futile unless you have the personnel to operate such an 
Air Force, is it not? 

General Topp. That is right. 

Senator O’Manonery. That is all in the world I am trying to 
develop, and what are our sources. And you tell us that you have 
people now available for training, but not the facilities for training 
them? 

General Topp. That is correct, due largely to the nonavailability 
of additional aircraft on which to train them, and not the installations, 
the runways and the hangars, and that sort of thing. We could 
expand beyond our present goals if we could get additional training 
aircraft. 


ROTC PILOT TRAINING 






Senator O’Manonry. What are you doing to get the additional 
training aircraft? 

General Topp. In time, we will have them, and we are increasing 
the number of hours per day that the training aircraft are used, by 
providing additional maintenance personnel. 

This coming February, we will be putting into our pilot training 
system sufficient people to produce, 12 months from that date, 7,200 
pilots per year; so that this coming February we must start putting 
more people in that we have previously programed to put in, if we 
are going to increase our rate a year from that time, or almost 18 
months from today, beyond 7,200 pilots per year. 

Senator O’Manoney. Are you still getting voluntary enlistments 
at a satisfactory rate? 

General Topp. Yes, sir. 

Senator O’Manoney. For all classes of service in the Air Force? 
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General Topp. Yes, sir; we exceeded our programed intake in 
July by about 7,000. 

Senator O’Manoney. Is this ROTC program broad enough and 
active enough for an expanded Air Force? 

General Topp. I think, Mr. Chairman, that only time will tell, in 
the merease of the 62 that we now plan, the 62 additional universities 
that we are going to add to the program. 

Senator O’Manoney. What has been the experience in the past 
with respect to ROTC training for air? 

General Topp. We have had considerable difficulty getting the 
proportion of technically trained graduates that we desire. We have 
had an abundance of those in the administrative categories, but we 
have desired to increase the proportion of those who have been trained 
in technical fields, and that has been our problem, the biggest problem 
in the ROTC program. 


COMMISSIONS FOR ROTC GRADUATES 


Senator O’Manonry. What percentage of those who enter ROTC 
training for technical service graduate and receive commissions? 

General Topp. The past fiscal year, we had 2,903 in the technical 
fields who were commissioned, and 4,937 in the administrative. In 
other words, about 5 to 3 has been the proportion, that is, 5 admin- 
istrative graduates against 3 technically trained. 

Senator O’Manoney. What is the proportion of those graduates 
to the number of enrollees? 

General Topp. I do not know what the attrition is in the ROTC 
program, and maybe Colonel Sullivan can answer that. 

Colonel Suutuivan. I do not have it. 

Colonel Sincietron. The attrition rate in the ROTC program is 
determined by the attrition rate academically in the college at which 
we are operating, and that generally, over the United States, is 
around 55 percent graduates, that is, 55 percent entering freshmen 
graduate with a degree. 

In addition to that, the attrition rate in the ROTC is affected by 
two factors: One is the fact that because we operate to discharge the 
responsibility of certain land-grant institutions who require all of 
their freshmen and sophomores to take military training, naturally 
we get a great group into those 2 years of training in those institu- 
tions, who have no interest in it as a subject, and they just have to 
take it. 

Another thing, of course, which operates to make the ROTC attri- 
tion rate somewhat greater than the normal college attrition rate is 
the fact that at the end of the sophomore year and before the beginning 
of the junior year, we operate a selectivity from a military viewpoint 
Now, the degree of selectivity which we must operate at that point is 
again governed by two factors: First is the number of desirable appli- 
cants which present themselves or ask for the contract; and the second 
is the number of contracts which we have the money to offer. And 
since the latter factor, money, varies from year to year, practically, it 
is difficult to know whether or not there is any validity as to how many 
we would get if we just allowed the other factor, that is, of taking those 
whom we felt were qualified. But we have never been permitted to 
do that. 
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Senator O’Manoney. If you had the money, you would get more 
men? 
Colonel SinGLETON. In most cases, that is right. 


ROTC GRADUATE RATE 


Senator O’Manoney. You are before the proper tribunal now to 
get the money, and you ought to determine how much money you can 
get, and I think we ought to know what the rate of qualified graduates 
is likely to be. So if you will try to check that over on your records 
and supply it for this record, I think the committee would appreciate it. 


REVISED PAY SCHEDULE 


Senator O’Manoney. You have the figures on the anticipated 
average Manning strength on page 476 and page 477, and we discussed 
that in pretty much detail. 

Then we have the anticipated inactive duty periods for pay purposes, 
fiscal 1952. That page is made out upon the basis of the reduced pay 
schedule imposed upon you by the budget. Suppose you revise that 
on the basis of the pay schedule which was followed last year. Then 
we may know that, and we can present that for the record. 

(The information referred to is as follows:) 

1. In answer to the question of the revision required to provide 48 drill pay 
periods for all officers and airmen in the Organized Air Reserve the following addi- 
tions to project 525 (inactive duty pay for officers) and project 528 (inactive duty 
pay for airmen) must be made: 

Project 525 $1, 568, 400 
Project 528 731, 600 


2, 300, 000 
ROTC ATTRITION RATE 


General Asensio. Sir, I think we can clear up the record right now 
with respect to the attrition rate. We are planning now to build up 
to a student load entering of 62,000. That is projected, considering 
all of the various factors mentioned by Colonel Singleton, toward an 
output of 27,500 officers. That attrition that is indicated is ap- 
proximately two-thirds or a little better, because eventually, on the 
basis of the full operation, we would be getting about one man for 
three who started out. 

Senator O’Manonry. According to the correspondence which has 
come to the chairman of this subcommittee, there are universities 
and colleges throughout the United States who feel that they should 
have ROTC units, and I assume air units, who have not been brought 
within the schedule. So that is an avenue that ought to be explored 
a little bit, if it is to be determined to increase the Air Force. 

General Asensrio. It certainly would have to be explored under 
those circumstances, Mr. Chairman. 

Senator O’Manoney. Suppose that you have a statement pre- 
pared for us, to be included in the record at this point, so that the com- 
mittee will have it all before it; that is, how many institutions have 
applied for ROTC Air Force units who have not received them, and 
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how many are qualified to receive them, and what would be the possible 
product in Air Force personnel. 

(The information referred to is as follows: ) 

1. In answer to the question as to how many suitable institutions there are in 
the United States without Air Force ROTC units and what is their potential 
output in terms of commissioned graduates, the following is submitted. 

2. Under date of January 31, 1951, the Office of Education, Federal Security 
Administration, distributed to all collegiate institutions in the United States 
copies of a Defense Information Bulletin announcing the 1951 Air Force ROTC 
augmentation program and outlining the method of application for units. Sub- 
sequently, 487 institutions filed formal applications for Air Force ROTC units. 
It is unlikely that many, if any, institutions other than that 487 are sufficiently 
interested in the Air Force ROTC to be considered as available for the establish- 
ment of Air Foree ROTC units. Thus, 612 institutions—125 having units as 
of January 31, 1951, plus 487 applying for units subsequent to that date—are 
known to be sufficiently interested in Air Force ROTC to file an application. 
Of this 612, 187 now have units, leaving 425 which have applied, but do not now 
have units. 

3. Analysis of these 425 institutions reveal that 198 do not meet one or more 
minimum criteria. Of the 227 which do meet these minimum criteria, 60 are 
considered unsuitable for the establishment of a unit, 127 are suitable, and 40 are 
especially suitable. An estimate of the potential of these 167 institutions—127 
suitable plus 40 especially suitable—based on information, estimates, and assump- 
tions identical with those used in programing the current Air Force ROTC, 
indicates that the maximum annual output, beginning four academic years follow- 
ing activation of units therein, would be 10,134 commissioned graduates. 


EXPANSION OF ROTC PROGRAM 


General Topp. To give you a better understanding of that when 
you get it, may I again emphasize the fact that we have difficulty in 
meeting our technical requirements. 

For example, from 1951 to 1952, in the expansion by adding 62 
more institutions, we are increasing the number of technically trained 
officers that we are to get, by only 711; whereas, we are increasing the 
number of administrative officers that we get in 1952 by 2,800. That 
will come as a result of some actions we took early in fiscal year 1951 
by picking up junior ROTC students. 

Senator O’Manonry. We have what is known as the selective 
service law, but I am sure every Member of Congress is constantly 
getting letters to the effect that persons who are technically trained 
and technically qualified and educated, are being drafted for services 
which do not require the training and the capabilities they possess. 
You have had that experience, have you not? 

General Asensio. Yes, sir; we have heard of such cases. 

Senator O’Manoney. I think it is a field that the Air Force could 
well explore, if you are lacking in technically qualified personnel. 


Arr NaTIonNaAL GUARD 


STATEMENTS OF MAJ. GEN. RAYMOND H. FLEMING, CHIEF, 
NATIONAL GUARD BUREAU, AND COL. E. J. GEESEN, BUDGET 
OFFICER, AIR FORCE DIVISION, NATIONAL GUARD BUREAU 


EXPANDED PROGRAM 


General Asensio. The next appropriation under consideration is the 
Air National Guard, and our witness in this area is General Fleming. 
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Senator O’Manoney. I am glad to see you, General Fleming, and 
we will proceed with this item. 

General FLeminc. | am General Raymond H. Fleming, Chief of 
the National Guard Bureau. 


AMOUNT REQUESTED 


Mr. Chairman.and members of the committee, gentlemen, we are 
here to present to you the estimate of fund requirements for the sup- 
port of the Air National Guard program during the fiscal year 1952. 
For support of this important unit of the defense structure, which is 
represented in every State in the Union, as well as in the District of 
Columbia, the Territory of Hawaii, and Puerto Rico, we are requesting 
an appropriation of $87,900,000. These funds will provide for con- 
struction, maintenance and operation of facilities, supplies and equip- 
ment, and for the pay of personnel of units which will be in being 
during the fiscal year 1952. 

Gentlemen, I am quite sure that you are all well aware of the pur- 
pose and the mission of the Air National Guard, but with your permis- 
sion I should like to state it briefly for you at this time. It is: to 
furnish trained units, fully equipped, as operational forces, available 
for immediate utilization in the air defense of the United States at 
home or abroad. With the start of the Korean situation, the Air 
National Guard made an immediate contribution to the defense effort 
by providing 296 combat-ready aircraft whose characteristics were 
peculiarly suited to combat flymg conditions in Korea. The second 
immediate contribution was to provide 4 engineer aviation battalions 
of 12 companies and later 5 tactical flying groups, consisting of 15 
squadrons plus supporting units for active military service. These 
initial units were all ordered into the active military service between the 
ist and 15th of October 1950. 

After the first Air National Guard units were ordered in active 
military service, the Chief of the National Guard Bureau, at the 
direction of the Secretary of the Air Force and the Chief of Staff of 
the Air Force, reorganized the Air National Guard under a combat 
wing structure. This change was made to facilitate the rapid expan- 
sion program and the integration of Air National Guard units into 
the Regular United States Air Force; and resulted in increased strength 
authorizations for all of the remaining 22 combat wings in the Air 
National Guard. 


NUMBER OF UNITS PLACED IN FEDERAL SERVICE 


With an accelerated national defense program, the Air National 
Guard was called upon to furnish additional units for active military 
service with the United States Air Force. This call ordered 17 wings, 
consisting of 51 squadrons, plus supporting units, plus 4 A. C. & W. 
groups into service. This raised the contribution of the Air National 
Guard to 22 wings, consisting of 66 squadrons, plus supporting units; 
making a grand total of 501 units placed in Federal service. As a 
result of these contributions for the support of the National Defense 
of the United States, 5 wings which include 18 combat squadrons, plus 
supporting units, will remain in the Air National Guard program 
during fiscal year 1952. 
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ORGANIZATION OF AIR NATIONAL GUARD 


The Air National Guard by the end of fiscal year 1952 will consist 
of 115 units plus support for 40 air base flights and the 51 air sections 
of State headquarters and headquarters detachments, organized as 
follows: 

Five wing headquarters; 5 fighter group headquarters; 5 mainte- 
nance and supply group headquarters; 5 maintenance squadrons; 
5 supply squadrons; 5 motor vehicle squadrons; 5 air base group 
headquarters; 5 air police squadrons; 5 food service squadrons; 5 
communications squadrons; 5 medical groups; 18 fighter squadrons; 
18 weather stations; 6 signal companies; 4 bands; 5 installation 
squadrons; 1 A. C. & W. squadron, type (f); 8 AF communications 
squadrons; 40 air base flights (not federally recognized units); and 51 
air sections, State headquarters and headquarters detachments. 

In addition to the contributions of aircraft and units made by the 
Air National Guard to the defense effort, the substantial contribution 
of personnel, matériel, and equipment made by the Air National Guard 
should also be mentioned. After all presently alerted units have 
entered upon active military duty, the Air National Guard will have 
approximately 50,000 air troops on duty with the United States Air 
Forces, of which 40 percent, or 20,000, will have had prior Federal 
service, and 2,815 will be in the critical category of pilots. These 
Air Guard men will contribute a large experienced nucleus for the 
Regular Air Force. 

It is reiterated that approximately 50,000 Air National Guard men 
will have entered the active military service since October 1, 1950, 
whereas the assigned strength of the Air National Guard at that time 
was less than 49,000. This indicates how, when an emergency arose, 
and units were alerted for active military service, enlistments jumped 
astonishingly, and more and more men joined the Air National Guard 
to serve alongside of men from their own communities. Some units 
whith were below authorized strength were alerted entered active 
service at full strength. 

During the period of increase in the size of the Armed Forces, when 
demand exceeded available stocks, the Air National Guard was. able 
to furnish large quantities of blankets, pillows, mattresses, and other 
items of critical supply which could not be obtained in adequate quan- 
tities from regular supply sources. Such items are not everyday re- 
quirements of the Air National Guard, but are used at summer field 
training. All Air National Guard units went into active Federal ser- 
vice with all of their on-hand equipment and supplies. Thus, once 
again in the time of national critical need, the Air National Guard is 
making a material contribution to the safety, defense, and peace of our 
country. The Air National Guard has again proved its ability to 
arise to the emergency and to furnish well trained, well equipped units 
immediately available for the defense of our United States. 

In presenting these estimates for the suppert of the Air National 
Guard for fiscal year 1952, we are providing for the return of Air Na- 
tional Guard units to their respective States at the end of 21 months 
of Federal Service. In connection with this phased return program, I 
would like to invite your attention to this chart which illustrates the 
dates and the phasing under which Air National Guard units were 
ordered into the active military service and the reciprocal dates on 
which they will be returned to the States. 
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UTILIZATION OF REQUESTED FUNDS 


The estimates being presented here today will provide support for 
the five wings which include 18 combat squadrons and their supporting 
units. It will provide for the long lead time procurement of au- 
thorized requirements as essential to training for part of those units 
which will be returning to the Air National Guard during fiscal year 
1953. Funds requested for construction will provide the Air National 
Guard with minimum operating facilities on which to train, including 
necessary runway extensions, fuel storage facilities, and training 
facilities for Air National Guard units remaining in the program, 
plus those units to return to the Air National Guard during the first 
6 months of fiscal year 1953. Construction essential to the operation 
and safety of units returning subsequent to December 31, 1952, is 
being deferred to a later time. Flying training will be provided for 
Air National Guard pilots; and pay and allowances will be provided 
for individual and unit training. 

As an important member of the defense team, the Air National 
Guard has equipped all units entering Federal service to the maximum 
extent possible, from available assets. When an Air National Guard 
unit goes into active military service it takes with it all of its equip- 
ment; vehicles, field and shop equipment, spare parts, and so forth. 
Upon reconstitution, after 21 months’ Federal service, the units must 
be reequipped. It is contemplated that units returning from active 
military service will return less their equipment—that equipment will 
remain with the Regular Establishment. The funds requested in these 
estimates will provide for the procurement of 50 percent of the 
authorized allowances of long lead time items which are essential for 
proper training, for initial issue to the 16 wings returning prior to the 
end of December 1952, together with specific items which require 
long lead time procurement (12 to 24 months) for all units returning 
during the fiscal year 1953. The funds requested in these estimates 
will also provide for replacements and shortages of essential equipment 
and supplies required for units in the Air National Guard program 
during fiscal vear 1952. 

To cite a specific example: The estimate for weapons provides for 
but 50 percent of the funds necessary to procure the total authorized 
requirements of units scheduled to return to the Air National Guard 
in the first 3 months of fiscal year 1953. This does not mean, how- 
ever, that 50 percent of each weapon authorized will be purchased. 
Procurement is planned for at least one weapon of a given type for 
each unit. If a unit is authorized only one particular weapon, the 
procurement of that item will therefore be 100 percent, with a cor- 
responding reduction in other items authorized in greater quantities, 
to less than 50 percent of requirements. This general principle holds 
true for all other items of equipment included in the Air National 
Guard procurement program, such as flying field and shop equipment, 
photographic equipment, communications equipment, and so forth, 
with the exception that the procurement is for units scheduled to 
return in the*first 6 months of fiscal year 1953. Appropriate adjust- 
ments have been made to compensate for the lead time necessary to 
have the items available when required by the units for training. 
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CONSTRUCTION 


Funds requested for construction within these estimates are to 
provide the Air National Guard minimum operating facilities on 
which to train; to provide for the necessary runway extensions, fuel 
storage facilities, and training facilities for those Air National Guard 
units which will return to the Air National Guard within the first half 
of fiscal year 1953 after 21 months of active military service. This 
construction program is a part of the over-all Air National Guard 
master construction program and is in correlation with the construc- 
tion plans of the United States Air Force. It is in phase with the 
planned United States Air Force jet aircraft conversion program for 
the Air National Guard. The items of planned construction ‘are 
minimum operating requirements for the Aur National Guard. 


MAINTENANCE AND OPERATION 


Provisions are made within these estimates for the maintenance 
and operation of 116 Air National Guard installations, including the 
operation and maintenance of unit equipment and procurement of 
supplies and equipment. Of the 79 flying facilities that were in the 
Air National Guard program prior to the alerting of Air National 
Guard units for active Federal service, 9 of these facilities have 
been taken over by the Regular Air Force, and many are being utilized 
temporarily by units ordered to active duty at their home bases. 
The Air National Guard will maintain the remaining bases in an 
operational or stand-by status. The maintenance and operation 
of Air National Guard facilities is provided by service contracts which 
defray the day-to-day cost for the maintenance. These contracts are 
executed between the Federal Government and the State concerned, 
representing a 75-percent participation of Federal dollars and 25- 
percent participation of State dollars. Such items as utilities, space 
heating, and minor maintenance services are included within these 
service contracts. 

PILOT TRAINING 


The flying training of the Air National Guard pilots during fiscal 
year 1952 will be on the basis of 125 hours per combat pilot and 100 
hours per minimum individual training for essential wing, group, and 
other supervisory personnel. An average pilot strength of 1,245 Air 
Nationa! Guard pilots will fly an average of 598 aircraft for a total 
of 111,885 aircraft flying hours. Pay and allowances have been 
included in these estimates for the training of the Air National Guard. 
The training contemplates 48 unit training assemblies for an average 
of 2,214 officers and 14,104 airmen, or a total of 16,318. The com- 
putations for pay and allowances for unit training assemblies have 
been based on the attendance of 92 percent officers, and 80 percent 
airmen. Cost factors were established by an analysis of machine 
record studies, and average ranks and longevity were based on a 
weighted average. It also anticipated that certain selected officers 
and airmen will attend Air Force and rest service and technica! 
training schools. 
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PERSONNEL REQUIREMENTS 


With the present-day high-speed aircraft and highly technical 
maintenance, the requirement for Air National Guard personnel to 
attend technical training schools is imperative. It has been gratify- 
ing to note the enthusiastic manner in which Air National Guardmen 
have applied for school training since the start of the Korean incident. 
It is planned that Air National Guard personnel of 2,478 officers and 
16,915 airmen, or a total of 19,393, will attend 15 days’ field training 
during July and August. These personnel will be drawn from an 
average assigned strength at that time of 22,565 personnel. Provi- 
sions are also made for the employment of an average of 2,065 air 
technicians to maintain, operate, and support Air National Guard 
equipment, property, and facilities. The cost of communications 
and other base-operating expenses has been included in these estimates. 

To sum up, gentlemen, the Air National Guard program for fiscal 
vear 1952 has as its objective the maintenance of 5 wings consisting 
of 18 combat squadrons, plus their supporting units in an | operational- 
readiness status, as well as to make provision and provide facilities, 
installations, and matériel as necessary with which to reorganize the 
22 wings returning to the States from active Federal service. The 
National Guard Bureau and the Air Force Division, in cooperation 
with the several States, will exert every effort to maintain Air Na- 
tional Guard units at a readiness status consistent with the dollars 
requested for this program. The budget estimates which we are pre- 
senting today reflect minimum requirements for the accomplish- 
ment of a training program and a maintenance of units commen- 
surate with our mission. 

The Air National Guard has contributed a great deal to the defense 
efforts during this period of emergency and has made it effectively 
possible for the United States Air Force to more rapidly expand and 
meet the emergency requirements. Through close cooperation with 
the Regular Establishment, the Air National Guard has contributed 
and will continue to contribute to the national defense of our country. 

Gentlemen, you will find the Air National Guard estimated, with 
complete justification therefor, starting on page 511 of the Department 
of the Air Force budget, so unless there is some question, this concludes 
my formal presentation of the fund requirements for the support of 
the Air National Guard during fiscal year 1952. 

Senator O’Manoney. Thank you very much for your statement, 


BUDGET REDUCTION 


Senator O’Manoney. This budget calls for $87,900,000, as com- 
pared with $103 ,935,000 in 1951, and $1 13,690,000 in 1950. To what 
do you attribute this reduction? 

General FLeminG. Twenty-two of our wings have been inducted 
into Federal service. 

Senator O’Manoney. What are the prospects of your continuing 
the enlistment of personnel sufficient to maintain the strength on 
which the budget is based? 

General FLeminG. Senator, our programs for procurement, with 
the help of the several States where the work of enlistments and com- 





1580 DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 





missioning of these officers actually occur—we have always been able 
to maintain any program that we set for our people. The Air National 
Guard, from almost the beginning, after World War II, reached ever Vv 
year its full strength allowance allowed under our appropriation. 
Senator O’Manoney. And it is doing that now? 
General FLEMING. Yes, sir. 


AIR NATIONAL GUARD ON ACTIVE DUTY 


Senator O’Manonrey. How many of the Air National Guard are 
now in active service? 

General FLemina. Including the units that are alerted and will go 
in shortly, the total will approximate 50,000. 

Senator O’Manoney. How many ~ those are officers? 

General FLemina. Over 6,000 or 13 percent, are officers. 

Senator O’Manoney. What duties are they performing? 

General FLeminc. They perform all of the duties essential to the 
United States Air Force organized unit, wing, group, and squadron. 

Senator O’Manoney. How many of them were fliers? 

General FLeminc. About 2,815. We have only people who are in 
the table of organization position, as you know, in the National Guard, 
and they are all organized units, and we follow, of course, exactly the 
same organization structure as laid down by the United States Air 
Force for a squadron and a group or a wing. 

Senator O’Manoney. Are the members of the Air National Guard 
units former fliers, World War II veterans? 

General Fteminc. A great many of them, sir. Approximately 
20,000 are veterans of W ‘orld War IT. 

Senator O’Manoney. Those who are not, what is their background? 

Colonel Grrsen. Of the pilots, aviation cadet, and also flying 
training school as officers. Of the airmen, they are drawn from 
civilian life, colleges, and local communities. 

Senator O’Manonry. They are competent personnel? 

Colonel GreEsen. That is correct. 

Senator O’Manonry. What is your prospect of expanding this 
service? The reason I ask that question is that I note that you are 
asking for-an increased appropriation for ground power and marine 
equipment, and an increased appropriation for other major equipment, 
and an increased appropriation for acquisition and construction in 
continental United States. 

Colonel Gexsen. As far as the procurement is concerned, the major 
part of that procurement is for the units that are returning to the 
program after their 21 months of service. 
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Senator O’Manonry. You mean part of this money is to be ex- 
pended i in 1953? 

Colonel Grrsen. No, sir; the money is to be obligated in fiscal year 
1952 to provide equipment for units when they return, because they 
will return without equipment. It is the same with the construction, 
and the construction is to provide for the jet aircraft conversion 
programs. Runways will be extended and facilities will be made 
ample and ready for the units returning after their 21 months of 
service. 

ACQUISITION AND CONSTRUCTION OF FACILITIES 


Senator O’Manonery. With respect to the item for acquisition and 
construction, where will that appropriation be expended? 

Colonel Gregsen. | think that you will find a detailed program in 
the justifications, starting on pages 546 and 547. 

General Fieminc. Before you leave that question of equipment, | 
might say that we have, both in the Air National Guard and in the 
Army National Guard, loaned to the active establishments a good 
deal of equipment. That includes both the Air National Guard and 
the Army National Guard. We have turned over to the active serv- 
ices, badly needed supplies. So some of this equipment will be to 
replace equipment that we have turned over to the Air Force. 

Senator O’Manoney. I see. 

Colonel GeEsEN. You will note that this estimate provides for 22 
runway extensions, 7 aircraft parking aprons, 24 training facilities, 
and group and squadron facilities at Akron, Canton Airport, 
Lambert Field, St. Louis, Friendship Church Airport in Baltimore, 
Md., and Concord Municipal Airport, New Hampshire. 

Senator O’Maunoney. There are no new fields; it is just the exten- 
sion of old fields, is that right? 

Colonel Gersen. Of course, Friendship Church Airport has been 
constructed recently, and we will place our facilities thereon. 

Senator O’Manoney. Where are these National Guard units? Do 
you have a list of them in this justification? 

Colonel GEESEN. Starting on page 549, you will notice an itemiza- 
tion as to where these units are located, and what will be done at each 
locality. 

STATE AIR NATIONAL GUARD APPROPRIATION 


Senator O’Manoney. I notice that, but what I have in mind is a 
list of the States in which there are these National Guard units, and 
the strength of each. 

Colonel Gersen. We can furnish you with that. There are Air 
National Guard units in all States. 
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(The information referred to is as follows:) 





Number Air National | Number Air National 
Guard personnel in Guard personnel re- . Total 
and/or alerted for maining in States 
Federal service after Dec. 1, 1951! 
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AIR NATIONAL GUARD PERSONNEL STRENGTH 


Senator O’Manonry. What is the present strength? 

Colonel Grrsen. The strength as of June 30 was 20,166. 

Senator O’Manoney. On what page is that? 

Colonel GrrsEen. This is in our back-up data, sir. 

General Fieminc. That is noninducted and not in the Federal 
service, and there are about some forty-odd thousand in the Federal 
service, and perhaps nearly 10,000 that are on an alert program that 
will go in later. 
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Senator O’Manonrny.’ In some States, the units are large, and in 
some States the units are small? 

General FLeminc. You would like a breakdown showing it by 
States, both those that are in and out? 

Senator O’Manoney. That is right, if you please. 


WEAPONS AND EQUIPMENT 


Now then, with respect to the expenditures for weapons and for 
equipment of all kinds, the ground power and the training equipment 
and the electronics, and other major equipment, and all of that, are 
your requests for this screened by the Air Force? 

Colonel GEEsSEN. They have been screened by the Air Force and the 
Secretary of Defense and the Bureau of the Budget. 

General Fiemrnc. And the procurement will be through the 
United States Air Force. 

Senator O’Manoney. And so, these figures as to the amounts of 
material represent the judgment of the Air Force as supervised by 
the budget officers of the Defense Department, and the budget 
officer, too? 

General FLemina. That is correct. 

Senator O’Manoney. Is it less or more than you have requested? 

General FLemrina. It is a little less, sir. However, it is a satis- 
factory budget, Senator. I think we have had it pared down as 
much as it will stand paring down, but it is still a budget that we can 
operate under all right. 


SYNTHETIC TRAINING EQUIPMENT 


Senator O’Manonry. What about these synthetic training devices 
that you want, on page 537? +The appropriation in 1951 was $522,000, 
and now it has jumped to $957,000. 

Colonel Grrsen. Those are synthetic training devices that keep 
up the flying training and proficiency. We are authorized one per 
base but in order to economize we are procuring one per wing, and 
we are placing that on a trailer so that it can be transported between 
the squadrons. 

Senator O’Manoney. Here are 11 trainers at $75,000 apiece. Do 
these trainers give full-time service, so to speak? 

Colonel GresEN. When they are in the unit, they are available for 
daily use. This is to provide an advanced type of training for the 
jet pilots. This is with our jet training and jet conversion training 
program, and they are available for use any time that an officer is 
available to use them or desires to use them, and they will be scheduled 
daily when the trainer is at the squadron. 

Senator O’Manoney. I wondered if there was not considerable idle 
time for trainers of this kind. This is a pretty expensive trainer, 
$75,000 per unit. 

General Todd was testifying a little while ago about the lack of 
training planes for personnel, and now, are we buying a lot of trainers 
which might be servicing other units in addition to the National 
Guard. 

Colonel Grrsen. These are stationary devices. 

Senator O’Manoney. I know what the device is. 
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General Asensio. We expect to have a good rate of utilization on 
these synthetic trainers, particularly because of the conversion pro- 
gram and the necessity with jets for keeping up to date and antici- 
pating situations that might arise in the air prior to taking flights. 
Under those circumstances, the utilization rate will not be simply 
a week-end utilization, but it will extend throughout the week. 

Senator O’Manoney. I think it would be well to have on the 
record a statement, not only from the National Guard, but from the 
Air Force itself, with respect to the advisability of training in jet 
planes, and the purchase of jet planes for the National Guard. Is 
that, in other words, an economical use of the funds which are being 
appropriated? 

General Topp. Mr. Chairman, I think that our experience since 
the Korean trouble started emphatically brings out the fact that it is 
definitely a good investment. As you know, we have previously 
had in our program an objective of equipping 11 National Guard 
units with first-line equipment, and procuring against that require- 
ment. We have never yet been able to achieve that. We hope 
eventually to do so. 

But when the Korean trouble broke out, we were short of aircraft, 
and people, in the Far East, and within a matter of days after we 
called on the guard to provide fighter types of aircraft to be taken 
over to Korea by carrier, they were at the port ready to go, ahead 
of the time that the carrier was ready to receive them. It was a 
most commendable effort on the part of the Air National Guard. 

That alone, I think, indicates that it is a very good investment. 
We have the equipment and people who can deliver that equipment 
to a fighting area, available at all times, and they certainly did prove 
to us that in that respect alone they represent a very big potential. 

The units themselves which were activated, have proven that they 
were in a very high state of readiness. We have, as you know, all 
except 18 of the squadrons on active service now, 18 of the 84 that 
were in existence, flying units. And in addition to that, we have 
called aircraft control and warning units of the guard to active service, 
and we will call the balance of them in fiscal year 1952. 

In other respects, they have contributed equipment, radar equip- 
ment, for use in the training of the National Guard divisions that 
were brought to service 

Senator O’MaAHoNEY. . Speaking for the Air Force itself, you are 
telling the committee that, in your opinion, these appropriations for 
new equipment in jets and trainers, and all of the rest, for the National 
Guard, is a wise investment? 

Senator Ture. That includes those 11 units of synthetic training 
equipment that cost $75,000 a unit. 

General Topp. It is absolutely essential for them to have certain 
training devices, and I am sure the procurement of these has been 
coordinated with the other procurement programs for the Regular 
Establishment. 

Senator Toys. Without those synthetics, you are just subjecting 
the men and equipment to too great a hazard while they are getting 
their initial training, and your schedule of training of men is such that 
those synthetic units will be in constant use, so that you are not going 
to have a lot of investment here that will only be used but a small 
percentage of the time? 
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General Topp. I am sure that they will be used as much as the 
personnel of the National Guard are able to use them, sir, on inactive 
status. We have increased their flying hours per year in order to 
bring them to a higher state of readiness, and we did that early in 
fiscal year 1951. 

Senator Toyz. That was the only question that I had in mind. 
Could you get along with a lesser number, and then stagger the time 
of training so that more men could use the synthetic equipment, and 
thereby economize? 

General Topp. I do not think so, because one for each wing will 
mean that these trainers will have to be moved from one State to 
another as separate squadrons of the wings are in different States 
in many cases. 

Colonel Grrsen. The authorized allowance for these devices is 79, 
and we plan to secure 27 over a 3-year period and that in the judgment 
of the Air Force is adequate for training. So, as I say, this is a very 
minimum procurement, and of course, we will get the maximum utili- 
zation. 

FLYING FIELD AND SHOP EQUIPMENT 


Senator O’Manoney. I observe on page 539 vou have a request for 
$5,597,000 for flying field and shop equipment, which is more than 
double the appropriation in 1951. Why this expansion of that type 
of equipment? ‘The expenditures for 1950 were $1,357,000, and for 
1951, it was $2,324,700; and now we go to $5,597,000. 

Colonel Grersen. The reason for that is that we are providing this 
equipment for the units that will return after their 21 months’ service. 
We are providing for approximately 50 percent, in general, of the total 
dollar value of that equipment. 

Senator O’Maunonry. Do these units which go into active service 
operate as separate units, or are they merged in the Air Force? 

General Fiemina. I think both, if 1 might answer your question. 
Some of them are operated as separate units, and some of them are 
merged with your Regular Air Force units. 

General Topp. May I answer that, Mr. Chairman? Some of the 
units were assigned to the Tactical Air Command, and some to the 
Air Defense Command. We had to provide, to some extent, fillers to 
bring the units up to strength and to provide certain technically 
trained people that they were lacking when they were called to active 
service. But insofar as their identity is concerned today, they have 
lost that, and they are a part of the Regular Air Force now, Mr. 
Chairman. And when they return at the end of their 21 months, they 
will be returned to civilian status and not as units, you know. 


TRANSFER OF AIR NATIONAL GUARD UNITS TO AIR FORCE 


Senator O’Manoney. But the budget justification has a general 
statement on page 511, and it points out that— 


The Air National Guard was called upon to furnish additional units for the 
support of the Regular Establishment. 


And I am quoting the language of the justification— 


This ordered 17 wings and 51 squadrons plus supporting elements into the 
active Federal service. 
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That is the end of the quotation, and so, my question is: Did they 
go in as separate wings and squadrons, and do they retain their 
identity, or are they merged in the General Air Force? 

General Topp. In time, they will be completely merged, sir. 
Their present unit designations will be returned to their original 
States, and the States have already asked us to start doing that, 
I believe; is that not correct? 

General FLemina. They are ready to receive them. 

General Topp. They attach quite a bit of importance to the unit 
designations, and in due time we will redesignate the units that now 
bear their former State designation on inactive status, so that during 
1952 they will be completely merged as a part of the Regular Air 
Force. 

Senator O’Manonry. And their training is sufficient to justify 
that? 

General FLemine. And they will go back and be reconstituted in 
the States. 

Senator O’Manonry. That was the reason I asked about this shop 
equipment. 

Colonel Grersen. Yes, it is. In other words, when the National 
Guard unit goes into Federal service, it takes with it all of their 
equipment, which includes these items of shop equipment. Every- 
thing is mobile. And under the present plans, it will not be returned, 
and they will be returned without equipment. 

Senator OManoney. I think, sir, unless there is something more 
that you would like to add, General, this will complete your statement. 

General Asensto. I would like to say that in spite of the fact that 
the Air Force does review certain National Guard requirements, and 
on occasion there are differences of opinion, in general we dwell in 
complete amity. 

General FLeminac. Thank you, indeed. 


CONTINGENCIES 


STATEMENTS OF LEWIS E. TURNER, DIRECTORATE OF BUDGET, 
DEPUTY CHIEF OF STAFF, COMPTROLLER, AND H. SUFIT, 
DIRECTORATE OF BUDGET, DEPUTY CHIEF OF STAFF, COMP- 


TROLLER 
MISCELLANEOUS PROGRAMS 


General Asensio. There remains one appropriation, “Contingencies,” 
which consists of three programs, as shown on page 612 of the justifica- 
tions. 

The first one is program No. 710, congressional travel; and the 
second is No. 720, miscellaneous current expenses; and the third is 
No. 730, extraordinary military expenses. 

Senator O’Manoney. Who will make the statement? 

General Asensio. I have Mr. Turner of my office, who is prepared 
to make any statement on this. 

Senator O’Manonery. Mr. Turner, we will have a general statement 
from you. 
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AMOUNT REQUESTED 


Mr. Turner. Mr. Chairman and members of the committee, on 
page 611 you will find the beginning of our estimate of fund require- 
ments for the contingencies appropriation. This estimate of 
$40,600,000 provides for emergency and extraordinary military ex- 
penses Which are not attributable to any program because of their 
unique character or because it is in the best interest of the Government 
to have these funds accountable only on the certificate of the Secretary 
of the Air Force. 

Included in the estimate are funds for travel of members of con- 
gressional committees; for miscellaneous current expenses, such as 
extra travel expenses of the Secretary of the Air Force, Assistant and 
Under Secretaries, conference reports, and expenses necessary in 
connection with official functions and upon visits of distinguished 
guests; and extraordinary military expenses. We have representatives 
present from the offices responsible for the activities mentioned, who 
will furnish such detailed information the committee may desire. 

I would like to invite your attention to page 611 for the introduction 
to the estimate. 

CONGRESSIONAL TRAVEL 


The first program is that for congressional travel, on page 614. 
There is estimated an amount for $1,500, the identical amount ap- 
propriated for in fiscal year 1951. This program covers the require- 
ments of extraordinary and emergency expenses that may occur during 
the course of congressional travel in connection with examination of 
military expenses. The normal requirements for such travel are 


covered in other appropriations of the Air Force. This request covers 
extraordinary situations that may occur that require special commer- 
cial transportation, special housing, and the like. 

Senator O’Manonry. Now, you have another statement here, I 
understand, on miscellaneous current expenses. 


MISCELLANEOUS CURRENT EXPENSES 


Mr. Turner. Miscellaneous current expenses of the Air Force are 
estimated at $183,500 for the fiscal year 1952. These funds are for 
expenditure both within the zone of the interior and overseas, and 
provide for expenses which are not properly chargeable against any 
other Air Force appropriation. The program for contingency funds is 
predicated in part on the fact that certain official obligations sanctioned 
by time and custom must be assumed in the accomplishment of the 
mission of the Air Force. 

Previous experience has placed these expenses in_ the following 
general categories: Expenses incident to the visits of distinguished 
personages to Air Force installations and activities; official travel 
expenses of the Secretary, Under Secretary and Assistant Secretaries 
of the Air Force; and miscellaneous expenses which are not properly 
chargeable against any other project of the Air Force appropriation. 

Over-all increased activity of the Air Force on a worldwide basis 
has increased requirements for participation in discussions with repre- 
sentatives of other nations, has required extended recognition to for- 
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eign and American dignitaries, and thereby has generated require- 
ments for contingency expenditures over and above that authorized 
for fiscal year 1951. Contemplated increased expenditures are inci- 
dent to increased liaison activities with foreign countries, and to visits 
of foreign dignitaries for purposes of inspection, indoctrination, and 
orientation at various Air Force activities. Foreign military guests 
are specifically invited by the United States Air Force for orientation 
and indoctrination in the techniques and procedures of the United 
States Air Force for the furtherance of uniformity. The increased 
activities of the Air Force foster increased need for the orientation of 
National, State, and local officials; also, representatives of industries, 
and leaders of national organizations and educational institutions. 

Because of the nature of contingency funds, it is the policy of the 
Secretary of the Air Force to exercise extreme care in administering 
their expenditure. In all such expenditures, close examination is 
given as to the propriety of the action and only after an itemized 
audit of the expenditure involved is a reimbursement voucher honored 
for payment. 

SPECIAL INVESTIGATIONS 


In general, the functions and responsibilities of the Office of Special 
Investigations are to provide a competent, centrally directed special 
investigations service to all Air Force activities; to provide trained 
specialists as required by responsible commands, and/or Headquarters, 
USAF; and to furnish commanders completed investigative reports for 
appropriate action. 

Specific functions and responsibilities of the Office of Special Investi- 
gations include the conduct of the Air Force personnel investigations 
program and special investigations of all major offenses occurring 
within or affecting the Air Force, including fraud and conspiracy, 
particularly in connection with procurement or disposition of property, 
major crimes of arson, black-market operations, bribery, burglary, 
embezzlement, forgery, larceny, perjury, robbery, smuggling, and 
major violations of the Uniform Code of Military Justice and Federal 
Statutues. Further, OSI performs investigations pertaining to 
espionage and sabotage, treason, sedition, subversion, personnel 
disaffection, security violations, and other related matters. It also 
summarizes and analyzes information, as required, on the status and 
extent of disaffection, subversion, espionage, and sabotage, and by 
conducting surveys of conditions biveratic to crimes and making 
suggestions for improvement thereof assists Air Force commanders 
in preventing major crimes. 

Fund requirements: Funds are required for confidential and secret 
travel, procurement of evidence and counter-intelligence information 
by purchase, procurement of emergency supplies and equipment, and 
miscellaneous expenses necessary for the successful completion of 
investigations. 

Senator O’Manoney. Let me express my very great appreciation, 
General Asensio, for your contribution here, and General Todd like- 
wise. You both have been in attendance at every session of the com- 
mittee, and I think we have gained a lot of enlightenment and infor- 
mation from your testimony, and we appreciate it. 





el ee ee ee, ee, 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 1589 


TRAINING OF TYPISTS AND STENOGRAPHERS 


I spoke once before about the training of stenographic personnel, 
and | have forgotten about it. Did we not postpone that for the 
session with Mrs. Rosenberg? 

yeneral AsENsIO. You asked that we look into that, and that we 
indicate changes of language that would be necessary to preclude the 
possibility of conducting such training. 

We have looked into that, and we have not completed our investi- 
gations, but what we have done so far indicates that it would be very 
difficult to incorporate language in the Air Force appropriations them- 
selves, inasmuch as there are training values in training personnel of 
particular specialist categories which would otherwise be affected, 
were we to change the language of the appropriations. 

We are still looking into the question of the general provisions. It 
appears from our review of past correspondence that there has been 
quite a bit of involvement between the Air Force and Members of 
Congress on this subject. The general tenor of it is that we certainly 
do not want to do this unless we absolutely have to. There might be 
some instance in which it was indicated, and the committees, specifi- 
cally of this body, might agree that it was necessary. 

I think probably the matter could be handled to best advantage of 
all concerned with a definite assurance on the part of the Secretary 
of the Air Force that this procedure is not now contemplated, and in 
any case where it was contemplated, the matter would be referred to 
the committee for its consideration prior to taking any action in 
this respect. 

PROPOSED AMENDMENT 


Senator O’Manoney. Well, it would be very easy to write into the 
bill, following the phrase: 
including tuition and related expenses, 
a provision to this effect: 
Provided, however, That such expenses may be made only after certification by the 
Secretary of the Air Force that such expenditures are necessary. 

I made that suggestion of language because in the budget, the 


language which was proposed for maintenance and operations for the 
Air Force included that phrase: 


including tuition and related expenditures. 


A similar provision is found in title VI among the general provisions 
as a part of the new section 609. That is: 
all necessary expenses at the seat of government of the United States of America 
or elsewhere in connection with (1) instruction and training, including tuition 
not otherwise provided for, of civilian employees— 
and then it goes on. 

A similar phrase could be put in there, and we will probably discuss 
that when we get to the Secretary of Defense. 

Gentlemen, again, I thank ‘you for your presentation. 
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GENERAL PROVISIONS 


General Asensio. Thank you. We have in the Air National 
Guard appropriation, sir, language which provides that the Air 
National Guard appropriation will bear the cost of pay and allowances 
of certain National Guard officers who are on duty for policy guidance. 
The reason for that language is to assure that these officers will not 
be gathered into the maelstrom of everyday activities and will then 
be prevented from performing that function for the Air National 
Guard by virtue of other requirements. 

A similar provision is desirable with respect to the Reserve per- 
sonnel requirements, so that a limited number may be engaged on 
that duty. This was an oversight on the part of the Air Force in 
making the provision in the one instance, and not in the other. The 
numbers of personnel involved are in the case of the Air National 
Guard, 15; a maximum of 15. In the case of the Reserve, it is 5. 

Senator O’Manoney. How do you want to meet this business? 

General Asensio. I simply wish to put the language that deals 
with that particular provision in the National Guard in comparable 
form in the Reserve personnel requirements appropriation. 

I would like to suggest that we submit the necessary revision for 
the language of the Reserve personnel requirements appropriations. 

Senator O’Manoney. You can do that. 

(The information referred to was furnished the committee.) 

Senator O’Manoney. Are there any other language changes that 
you want to discuss? 

General Asensto. I believe that that takes care of it, sir. That is 
the only one that has come to my notice since the presentation of the 
language. 

Senator O’Manoney. Language changes were discussed at the 
conclusion of the Army and Navy presentation, and so, if there are 
any other changes, you can check it over and confer, and send up a 
memorandum. 

General Asrensio. I shall confer with Mr. Hewitt, the clerk of the 
committee. 

Senator O’Manoney. We will recess at this time until 2:30 this 
afternoon. 

AFTER RECESS 


OFFICE OF THE SECRETARY OF DEFENSE 


SALARIES AND EXPENSES 


STATEMENTS OF RALPH N. STOHL, DIRECTOR OF ADMINISTRA- 
TION, OFFICE OF THE SECRETARY OF DEFENSE; AND J. R. 
LOFTIS, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE 


1952 BUDGET ESTIMATES 


Senator O’Manonery, We will proceed, gentlemen. 

Gentlemen, we have assembled this afternoon to hear some dis- 
cussion on the part of the Office of the Secretary of Defense. 

The budget justification seems to indicate that vour estimate fo1 
salaries and expenses in the Office of the Secretary of Defense for fiscal! 
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1952 amounted to $14,800,000. There is some change of language. 
That compares with $12,300,000 in 1951. 
Mr. Stouu. That is correct, sir. 


HOUSE ACTION 


Senator O’Manonry. The House cut this $1,000,000 below the 
budget. 

Mr. Strout. I have a short statement that I would like to make, if 
that is satisfactory with you, Senator. 

Senator O’Manonry. All right, sir. 

Mr. Stout. The appropriation “Salaries and expenses, Office of 
Secretary of Defense,’’ provides funds for the salaries of civilian per- 
sonnel and other necessary expenses incident to the administration 
of the Secretary’s office; the Joint Chiefs of Staff and Joint Staff; the 
Munitions Board; the Research and Development Board; the Military 
Liaison Committee to the Atomic Energy Commission; the United 
States portion of the Standing Group of the North Atlantic Treaty 
Organization, together with other agencies which have been estab- 
lished to assist the Secretary in certain specialized fields, such as 
weapons evaluation, medical policies, military traffic management, 
and guided missiles. 

PERSONNEL 


At the outset of this past fiscal year, which was about the time 
hostilities broke out in Korea, these agencies were operating with 
a staff of approximately 1,492 full-time civilian employees and 625 
military personnel assigned. Events leading up to and culminating 
in the outbreak of hostilities in Korea dictated the need for rapidly 
expanding the forces in being and increasing the production potential 
of the Nation. In light of these factors and the new target objectives 
established by the Department of Defense, it was necessary to review 
and appraise the effectiveness of the organizations created by the Na- 
tional Security Act to undertake the measures required for a rapid 
and orderly expansion of our military and industrial potential. 


NEW ACTIVITIES 


While substantial progress has been made in this past vear in the 
readjustment and realinement of programs and program objectives, 
we have not been able to accomplish as much as we would have liked 
to accomplish or as rapidly as we would have desired. New activities 
have been added to undertake new functions required by the emer- 
gency—procedures have been streamlined—and emphasis given to 
those projects of the highest priority. For new functions which we 
were required to assume, and the added workload from accelerated 
programs which could not be undertaken with the staff and facilities 
available at the outset of the vear, some expansion was necessary. 

For example, in the Joint Chiefs of Staff area it was ne¢ cessary to 
accelerate the revision of military plans in line with the new objectives 
established; plan for the allocation of munitions and control of 
matériel and troop movements; provide facilities for extracting intelli- 
gence from new sources; provide for communications operations on a 
round-the-clock basis; and to give increasingly greater attention to 
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planning within the framework of the North Atlantic Treaty and the 
broader field of collective security. 

Whereas the Munitions Board was formerly concerned primarily 
with matters related to long-range mobilization planning, the emphasis 
has been shifted to current procurement and production programs; 
the control and allocation of scarce materials, including the establish- 
ment and administration of priorities; improvement in the methods 
for calculating and reviewing matériel requirements and the transla- 
tion of these into requirements for materials and facilities; and accel- 
eration of the stockpiling program. 

Early recognition of the importance of manpower in all aspects of 
the expanding defense program led to the appointment of Mrs. Rosen- 
berg as Assistant Secretary of Defense, and the consolidation under 
her direction of all manpower and personnel activities of the Depart- 
ment of Defense. Already significant progress has been made in the 
development of measures designed to improve manpower requirements 
planning and manpower utilization and controls. Other measures 
under way include the development of new policies and programs 
affecting the Reserve forces, the improvement of policies and pro- 
cedures relative to selection, classification, allocation, and training 
within the framework of the recently enacted Universal Military 
Service and Training Act. Only a beginning has been made in this 
field this past year. Much yet remains to be done. 

Other examples of new and expanded activities which have been 
started this past year include the operational analysis of weapons and 
weapons systems under conditions of actual combat by the Weapons 
Systems Evaluation Group—expediting the development and produc- 
tion of guided missiles and the integration of this new weapon in the 
operational planning of the military services—and the coordination 
of rate negotiation and analysis, routing, loading, and related traffic 
management activities of the military departments under the direction 
of the Military Traffic Service. 

These are representative examples of the changing emphasis on 
major programs in the Office of the Secretary and associated agencies, 
and illustrate the need for some additional personnel. The need for 
adding personnel in each of these areas was carefully screened to 
insure that these new functions and added workload could not be 
undertaken with existing facilities. 

By the end of the fiscal year, there were 1,875 civilians employed 
and 718 military personnel assigned in the Office of the Secretary of 
Defense, the Joint Chiefs of Staff, and associated agencies, which was 
somewhat less than the minimum deemed necessary to undertake 
fully the new and expanded tasks assigned to these agencies. One 
reason for our failure to obtain all of the personnel required is that 
the recruitment and selection of personnel with the qualifications 
necessary to effectively handle these important duties have become 
increasingly more difficult. 


AMOUNT REQUESTED 


The estimate of $14.8 millions for the fiscal year 1952 is based on 
the need for continuing and further improving the effectiveness of 
the measures adopted this past year. The House, in its consideration 
of these estimates, reduced the amount for personal services $1,000,000. 
While some reduction in the original estimate of the amounts required 
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for these agencies is indicated, inasmuch as the number actually 
employed at the end of the last fiscal year was somewhat less— 
approximately 140—than was anticipated when the budget estimates 
were prepared, the reduction of $1,000,000 is too much and will 
seriously limit our ability to effec tively carry out assigned responsi- 
bilities. A staff of investigators employed by the House Appropria- 
tions Committee reviewed in some detail the procedures followed in 
the formulation of the budget estimates for the fiscal year 1952. 
In their report to the Appropriations Committee, they took no 
exception to the personnel requirements as stated, but concluded that 
the amount actually needed for payment of salaries was about $300,000 
less than the estimate, largely because recruitment of new personnel 
was not keeping pace with the plan as presented in the budget. The 
analysis made by the committee’s investigating staff appears to be 
about right. 
RESTORATION REQUESTED 


It is imperative that some additional personnel be provided for 
those new activities established this past year and for others scheduled 
to be activated in the early part of this fiscal year, such as the Court 
of Military Appeals, a classified project of the Weapons Systems 
Evaluation Group and a new team for the Military Liaison Commitiee 
to the Atomic Energy Commission to monitor and evaluate all phases 
of atomic weapon research and development and production activities 
of the Atomic Energy Commission and the Department of Defense. 
Accordingly, we are asking for restoration of $650,000 in the bill as 
passed by the House, which will make a total of $14,450,000. This 
will provide for approximately 2,036 full-time civilian employees and 
for the assignment of 800 military personnel. Employment as of 
July 31 was 1,905 civilian and 754 military, or a total of 2,659. 

Representatives of my staff are here with me to discuss the require- 
ments of these agencies in more detail if you so desire. 

Senator O’Manoney. This is the discussion of the entire item for 
salaries and expenses in the Office of the Secretary, is it? 

Mr. Stouu. That is correct, sir. 


EXPENSES OF JOINT CHIEFS OF STAFF 


Senator O’Manonry. What proportion of this appropriation is 
assigned to what you ¢ all the area of the Joint Chiefs of Staff? 

Mr. Lorris. Mr. Chairman, this amount is $1,201,700. 

Senator O’Mauonry. What is it for? 

Mr. Lorris. This amount provides for salaries of the civilian 
stenographic and clerical staff assigned to the Joint Chiefs of Staff; 
for travel expenses of the military and civilian personnel assigned ; 
for the usual office supplies, stationery, and equipment; and security 
measures that they require. It represents the general administrative 
expenses for the Joint Chiefs of Staff and their agencies. 

Senator O’Manoney. The statement that you made says: 

For example, in the Joint Chiefs of Staff area it was necessary to accelerate the 
revision of military plans in line with tue new objectives established; plan for the 
allocation of munitions and control of matériel and troop movements; provide 
facilities for extracting intelligence from new sources; provide for communications 
operations on a round-the-clock basis; and to give increasingly greater attention 


to planning within the framework of the North Atlantic Treaty, and the broader 
field of collective security. 
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Does that mean that the persons who are paid out of this appropri- 
ation do that work? 


PERSONNEL FOR JOINT CHIEFS OF STAFF 


Mr. Stouu. Generally; no. The Joint Chiefs of Staff are some- 
what different from the majority of the staffs included in this appro- 
priation, in that they are fundamentally a military group and the 
technical work in connection with the projects mentioned is performed 
by the military personnel. This appropriation request is to provide 
for salaries of civilian assistants to the military staff and for other 
necessary administrative expenses. 

Senator O’Manoney. How many military people are employed on 
this job, do you know? 

Mr. Lortis. There are 309 military personnel assigned to the Joint 
Chiefs of Staff. 

Senator O’Manonry. And how many civilian? 

Mr. Lorrtis. One hundred and ninety-two. 

Senator O’Manoney. In what classifications are they to be found? 

Mr. Lorris. Most of the civilian employees are in the grades 4, 5, 
and 6. All of the professional talent in the Joint Chiefs of Staff, or 
substantially all of it, is military. 

The pay and allowances of the military personnel are provided for 
in the regular pay and allowance appropriations of the Army, Navy, 
and Air Force. 

Senator O’Manoney. So that this is exclusively a civilian salary 
and expense bill? 

Mr. Sronu. Yes, except for the fact we do pay for travel and other 
support for military personnel out of this appropriation. 

Senator O’Manoney. Your request is for the restoration of only 
$650,000 of the cut? 

Mr. Strout. That is correct. Employment has lagged. We have 
not recruited as fast as was contemplated at the time the budget was 
proposed, and we agree with the House staff investigators that there 
is an increase in the lapse, as we see it, of $350,000 rather than $300,000 
as estimated by the investigating staff. 

Mr. McNet. If I could add a word on this appropriation. | 
may be covering something that you have touched upon before | 
entered the room, but initially, the requests to the administrative 
officer-of the Office of the Secretary of Defense for civilian and military 
personnel in the Joint Chiefs of Staff, the Munitions Board, the 
Research and Development Board, the Weapons Evaluation, and all 
of those different groups, as well as in the immediate Office of the 
Secretary, totaled approximately 3,700 people. 

Mr. Stohl and Mr. Loftis reviewed each and screened the requests 
with a rather fine-tooth comb, and reduced the number to 3,100; and 
they said, “If you organize it in this way, you can do it with a few 
less.” 

We thought, perhaps, we might set an example in the Office of the 
Secretary, even though we have a tremendous workload, by having the 
Office of the Secretary set an example. Therefore an arbitary further 
reduction of 300 was made with the thought that we would, “Organize 
to live within it,” and we are attempting to do so. And that is one 
of the means whereby this estimate was brought into its present form. 
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Mr. Sront. That is correct, sir. 
Mr. McNett. So in effect, the individual agencies requested a 
total of some 3,700, and it is down about 900 below that as an effort 
to try to set an example for effective utilization of personnel. 

Senator O’Manoney. Of course, the House. made very slight 
reductions in this huge bill, and I rather feel that if we can get along 
with the reductions made by the House, we ought to try to do it. 

Mr. McNew. Well, sir; we would like to do so if it were possible. 
For that reason I wanted to bri ing to your attention the fact that 
while we were requested to provide for 3,700 we felt these groups 
could handle the workload with a considerably lesser number of 
people. This request represents our best estimate of the minimum 
staffing requirements and I do think it is proper. 

Senator O’Manoney. It is below your real requirements, you 
figure? 

Mr. McNett. It means, in the Office of the Secretary, a greater 
number of people are going to work Saturdays and perhaps take 
papers home to work on at night, which I think is all right. This 
will mean that everyone will have to turn to and do a real good job 
if we get our work done. 

Mr. Lorris. May I enlarge on the point Mr. McNeil made? 
When Korea broke on us last summer, some of our agencies immedi- 
ately came in with requests for additional personnel; and, just for 
the record here, I would like to run down a few of those requests, and 
give you the action we took in reviewing them. 

For example, on July 24 we received a request for 151 additional 
civilians in 1 ageney, and we went into that problem with the agency 
and determined that only about 67 were needed. 

On October 13 they came in with a request for 320 additional 
civilians, and out of that number we decided they probably needed 97. 

Then again in November they submitted a request for 114; after 
reviewing the request with them, it was determined that about 78 
were justified. 

That is the way we have been reviewing requests for civilian 
personnel, as Mr. MeNeil said, throughout this past year, to keep the 
numbers down to the barest minimum required to do the job. 


PERSONNEL ORGANIZATION 


Senator O’Manonry. How do you organize this personnel in the 
Office of the Secretary of Defense? 

Mr. Srout. We have the four basic groups: the immediate Office of 
the Secretary of Defense, the Joint Chiefs of Staff, the Munitions 
Board, and the Research and Development Board. Is that what you 
had in mind? 

Senator O’Manonery. Yes. And that is the framework? 

Mr. Stonzt. Those are the four major groups, and then we have, 
within the framework of the immediate Office of the Secretary, activ i- 
ties such as Mr. MeNeil’s comptroller organization, Mrs. Rosenberg’s 
organization on manpower and personnel, the organization of Mr. 
Kdwards on legal and legislative affairs, and those agencies which 
have been established to assist the Secretary in such specialized fields 
as international security affairs, medical services, and management 
engineering. 
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One point I would like to make is that there has been a real effort to 
keep this group above the level of the Departments of the Army, 
Navy, and Air Force, at a minimum. It was done by Secretary 
Forrestal, Secretary Johnson, and Secretary Marshall and I believe 
we have been successful in keeping the staff toa minimum. We have 
had topside support in restricting personnel expansions. 

Our problem at the moment, of course, is that the $1,000,000 reduc- 
tion made by the House will force us to reduce personnel below our 
current on-board strength, and that would seriously jeopardize our 
programs. 

Senator O’Manoney. Well, Mr. McNeil, since you are here, I call 
attention to the fact that the estimated requirements for the fiscal 
year 1952 for budget and fiscal affairs, which of course is the Office of 
the Comptroller, called for an average employment of 117 civilians 
and 4 military at a cost of $953,400. How are these 117 civilians dis- 
tributed? What is the responsibility that is carried by these people, 
and how do you organize them? 


BUDGET DIVISION 


Mr. McNett. Well, first, we have as part of our office the Budget 
Division. In this Division we have 47 civilians and 2 military under 
the supervision of Mr. Garlock. 

Within that framework we have three representatives—one for 
Army, one for Navy, and one for Air Force—to provide the focal 
point for all budget work for each military department. 

Senator O’Manoney. You say you have one for each, and what is 
that? 

Mr. McNert. One person for Army and one for Navy and one for 
Air Force, to be the focal point for budget contacts for all members of 
each of the three services, with the Office of the Secretary, on budget 
matters. 

Under these three, we have 17 analysts or examiners organized on 
a functional basis. There are two budget examiners who work on 
aircraft procurement, aircraft and components for Army, Navy, or 
Air Force. ‘This insures uniform treatment to all. 

Senator O’Manoney. You mean 17 under each one? 

Mr. McNet. No. That is the total. 

We have, for example, one who works on food and clothing; and 
another who works on personnel, analyzing recruiting rates, discharge 
rates, personnel turn-over, travel, the analysis of dependency allow- 
ance requirements, and related matters. 

We have one person who works exclusively on tanks, tracked vehi- 
cles, and motor vehicles, in the whole field of procuren ment. 

We have one on ammunition and equipment of the lighter character; 
and in the aircraft field there are two specialists for the analysis of 
aircraft-procurement programs. 

Then the balance are those people who are gathering the information 
which the examiners can work with. 

There is another group which we call the Accounting Policy Division. 
Their principal job might be represented by the following examples: 

The naval shipyard in New York starts next month operating on a 
business basis. Our staff, in conjunction with the Navy, are working 
out and establishing that accounting system. which will give to the 
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management there and in Department of the Navy, the same kind 
of information that a private businessman would expect to get from 
his operations. On July 1, we started the Army arsenal at Picatinny 
on that basis. 

They are also working on systems that will give us a better over-all 
accounting for inventories and will afford a method of costing each 
important segment of our operations. 

There are many other problems involved in disbursing, as well as 
fiseal and accounting problems in controlling the use of public funds, 
transactions in foreign currencies, and matters of that kind. As a 
long-term project this group has as its objective the establishment of a 
completely integrated accounting system for every level of command, 
which will include a full disclosure of every phase of operations on a 
current basis and at the same time will provide more meaningful data 
for budget estimating and review. 


DIVISION OF PROGRESS REPORTS AND STATISTICS 


There is another group the Progress Reports and Statistics Division 
consisting of approximately 25 people. ‘Their job is to keep Secretary 
Marshall and Deputy Secretary Lovett, the Joint Chiefs of Staff, the 
Munitions Board, and other key officials, advised as to the current 
status and progress of programs. They work with ODM—the Office 
of Defense Mobilization—in preparing analyses of procurement pro- 
grams, of progress in obligating funds and related problems. They 
are the Department of Defense representatives in the discussions that 
take place when Mr. Keyserling works on the Economic Report, and 
the Council of Economic Advisers’ semiannual report to the President. 

At the present time two of these people are in London with Ambas- 
sador Spofford, working with the 12 deputies developing data on the 
costing of the North Atlantic Treaty Organization, and establishing 
a system for reporting costs to us in a manner that can be utilized 
effectively. 

The list is long, and I could go on, but that is the general type of 
work. 

BUDGET PERSONNEL 


Senator O’Manonry. Apparently you had 109 civilians at the end 
of fiseal 1951, and your estimated year-end strength is 126, making 
an estimated average of 117 persons and an over-all average of 121; 
whereas your total strength will be 130. 

Now, that does seem to be a small establishment to handle so large 
a budget. 

Mr. McNer. Well, Mr. Garlock and his group worked an average 
of 90 hours a week for 60 days in March and April. 

Senator O’Manonry. How many are in the group? 

Mr. McNet. That is the budget group of 49, including the clerical 
staff. 

HOUSE REDUCTION 


Senator Youna. I note this language in the House report: 


The committee recommends the reduction of $1,000,000 to be applied against 
300 man-years of civilian employment, and suggests that, among other reductions, 
substantial reductions be made in the personnel in the public-information activities. 
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Mr. McNet. Included in this total is an amount of $210,000 
which represents the contribution by the Office of the Secretary of 
Defense to the support of the consolidated offices of Public Infor- 
mation. 

PUBLIC INFORMATION ACTIVITIES 


Senator Youne. What type of public information activities do 
you have? 

Mr. McNem. Would you care to describe that, Mr. Loftis? 

Mr. Lortis. During the last few months that Mr. Forrestal was 
Secretary of Defense, there was a study made of public-information 
activities at the seat of government. The Army, Navy, and Air 
Force each had their public-information organizations; and newspaper 
correspondents, when they wanted to get information concerning the 
Department of Defense, had to go to three separate places, and then 
to the Office of the Secretary of Defense, a fourth place, to get the 
complete story. 

It was determined that it would be more economical and efficient 
to consolidate public-information activities at the seat of government 
as a joint Army, Navy, Air Force, and Secretary of Defense Public 
Information Office, and yet preserve the status of the agencies. 

In March of 1949, they were consolidated, and we now have a single 
pressroom where all correspondents in Washington may obtain infor- 
mation about any of the services or the Secretary’s activities, 

We have a single radio and TV studio for producing the programs 
that you hear over the radio and see over the television. They have 
one focal point rather than several, as formerly, for clearance of 
releases from the Department of Defense for security purposes. 

This joint activity is supported from the appropriation for the 
Office of the Secretary of Defense, as Mr. McNeil outiined, for that 
proportion of the total which was attributed to the Secretary’s public- 
relations activities, and from the appropriations of the Army, Navy, 
and Air Force. 

INFORMATION EXPENSES 


Senator Youne. What is the total amount you spend for informa- 
tion purposes? 

Mr. Lortis. In the Washington area, we spent $845,800 last year. 

Senator Youna. Is that all of your expenses for this purpose? 

Mr: Lorris. That is just im the Washington area, and it does not 
include the field activities of the Army, Navy, and Air Force. 

Senator Younc. How much would that be? 

Mr. Lortis. Last year, the total cost of public-information 
activities for the Department of Defense, including the field, amounted 
to approximately $12,300,000. 

Mr. Srouu. One thing that concerns us is that our contribution 
to that fund is only $210,000, and it would appear that the Hous: 
may not have understood the manner in which we contribute to this 
fund since it was suggested that a substantial portion of the reduction 
of $1,000,000 be made in public-information activities. 
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PRIOR-YEAR APPROPRIATIONS 


Senator O’Manonry. The table I have here shows that in 1950 
this ‘Public information”? amount was $240,412. In 1951, it was 
$185,000; and in 1952, it will be $210,000. A note is made, however, 
that, in addition to the amounts prov ided here, Army, Navy, and Air 
Force each provide support for the consolidated ‘Office of Public 
Information in the amount of $330,000 for 200 civilian and 140 
military personnel, or a total of 340 people. 

Now, I take it that this means that, in addition to the $990,000 
contributed by the three separate services, $210,000 is contributed by 
the Secretary of Defense, but the personnel is all under the consolidated 
Office of Public Information? 

Mr. Stout. That is correct. 

Senator O’Manonery. Who is the head of that office? 

Mr. Strout. Mr. ¢ ‘layton Fritchey. 

Mr. McNetu. Before coming to the Department he was editor 
of the New Orleans Item. 

I might throw a little light on that. I am not directly associated 
with Public Information, but that was one of the difficult problems 
that confronted Secretary Forrestal, Secretary Johnson, and now, 
Secretary Marshall. I am not sure that any have been satis‘'ed that 
the present organization is just the right answer. Previous to the 
passage of the National Sec urity Act, there were separate public 
information services at the seat of government within the three 
departments. They covered the preparation of press material, 
magazine articles, scripts for radio programs and the like, for example 
the Navy did not pay for advertising on the radio, but someone had to 
prepare scripts and assist with the necessary arrangements. 

Many articles in magazines unquestionably keep up an interest in 
the military, and assist in recruiting although I could not measure 
their value in dollars. They come to the Offce of Public Information 
and receive help in the preparation of a lot of the basic material for 
the article or story. 

INFORMATION PROGRAMS 


We see motion-picture credits given to the Army, to the Navy and 
to the Air Force, and arrangements have to be made for that. 

Such activities are bound to assist in recruiting although I do not 
know how to place a value on service pictures, such as we have seen 
around Washington recently, to create the interest of voung people 
in either following the Service as a career or at least going into the 
Service for a term. 

These activities are now all handled by the Consolidated Office of 
Public Information, but previously it was handled separately by each, 
of the services. Secretary Forrestal thought it would be best if” 
Army, Navy, and Air Force consolidated their public information 
activities under a single director, so that you might save some people 
and, at the same time, be better able to serve the inquiries that come 
in. The idea was to provide a focal point for the two or three hun- 
dred correspondents here in town, who normally might call nearly 
every division and subdivision of the Department, but who might 
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over a period of time perhaps make their calls to a centralized loca- 
tion. When 20 reporters call on a single request, which they often 
do, it is far better for them to come to this one place instead ‘of al! 
20 running all over the department. That is the way it has been put 
together and operated. 

Senator O’Manoney. Perhaps it might be a good plan to have Mr. 
Clayton Fritchey come up here tomorrow, and perhaps he can go on 
after Mrs. Rosenberg testifies. 

Mr. Srout. I think he would be delighted to. 

Senator O’Manonery. This problem of public information is a com- 
plex one. I recognize that new spapers and magazines, and the rest 
are constantly asking for information, and reporters are constantly 
down there, and you have press conferences. But what impresses 
itself on me over and over again is that we set around the table here 
in the Appropriations Committee, and we are told that this, that, and 
the other thing is classified. Then we read a story in the press quotiny 
an ‘informed source” in the Pentagon, giving out what appears to be 
classified information. Frequently the correspondents and columnists 
come up with information that is never presented to the committees 
of Congress, and we get information through their columns that is not 
presented by testimony up here. 

Mr. MeNeit. I want to add this, sir, that I read the paper every 
morning at breakfast, and I read a paper every evening, and I gain a 
great deal of information that I do not get through direct sources. 

I read magazines, too, if I want to pick up a few odd bits of 
information. 

I would like to say that I do not think that you will find that this 
type of information comes out of the Office of Public Information. — | 
think I know where a lot of it comes from. When there are a dozen 
gentlemen of the press around who are living with these problems and 
have been for 10 or 12 years, it takes a very slight remark to put them 
on the trail of a story. Then they start going around and seeing 
another dozen people, and before the next day is over they have 
gained enough bits and pieces to make a fairly accurate front-page 
story. 

Senator O’Mauoney. I think it would be a good idea for Mr. 
Fritchey to come up here and give the committee the story of how the 
Public Information business operates. 

I think that we will put this sheet in the record. 

(The information referred to is as follows:) 
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PERSONNEL REDUCTION 


Senator O’Manoney. In order to get this on the record, on page 7 
of the House report this paragraph appears: 


The committee recommends a reduction of $1,000,000 in the request to be ap- 
plied against 300 man-years of civilian employment and suggests that, among 
other reductions, substantial reductions be made in personnel in the public infor- 
mation activities. 

The table of personnel requirements which I have just inserted 
in the record would indicate that nobody has been employed in the 
Office of the Secretary of Defense for Public Information Service in 
the last 3 years; is that the fact? 

Mr. Lortis. Yes, sir; they are carried on a separate payroll from 
the Office of the Secretary of Defense, and they are not included in 
this appropriation. 

Senator O’Manoney. For which the item of $210,000 in the esti- 
mate for 1952 for the Office of the Secretary of Defense, for the Office 
of Public Information, appears, but that is merely a contribution to 
the central office, is it not? 

Mr. Lortis. Yes, sir. 

Senator O’Manoney. And it does not pay the salary of any person, 
civilian or military, in the Office of the Secretary of Defense? 

Mr. Lorris. That is correct. 

Senator O’Manoney. It merely adds to the fund which is made up 
by contributions from the three military services and the Office of 
Secretary of Defense, out of which 340 persons have been employed? 
Is 340 the proper number of persons? 

Mr. Lorris. As of June 30, Mr. Chairman, there were 158 civilian 
and 112 military, or a total of 270. They anticipate for 1952 a 
requirement of 214 civilian and 126 military, or a total of 340, the 
figure you mentioned. 

Senator O’Manonry. And the civilian number is how many? 

Mr. Lorris. Two hundred and fourteen. I might say, sir, that 
when this office was consolidated in 1949, it was estimated that there 
were in the neighborhood of 500 persons in public information activ- 
ities at the seat of government. As of June 30, 1950, there were 220 
persons in this consolidated Office of Public Information. 

Because of the increased workload resulting from the Korean 
activity and the build-up in the Armed Forces, and more persons 
desiring information, this Office has built up some since last year. 
That is to this new figure of 270. 

Mr. McNet. That is one thing to remember. When Secretary 
Forrestal attempted to consolidate, there were, as 1 remember, 519 
people. And an effort was made to consolidate to see if we could get 
it done a little cheaper. 

Senator O’Manoney. The other reduction made by the House was 
in that part of the appropriation for the Office of the Secretary of 
Defense which has to do with retired pay. Who is to testify about, 
that? 

Mr. Srout. Mr. Loftis. 
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RETIRED PAY 


Mr. Lortis. I have a statement on that, Mr. Chairman. 

Senator O’Manoney. First, let me point out that the appropriation 
recommended by the budget for this item was $360,000,000, and the 
House cut that by $15,000,000, recommending $345,000,000, which is 
$3,000,000 above the appropriation for 1951. 

On this subject, the House, in its report, on page 7, says: 


The appropriation request for retired pay in the amount of $360,000,000 is to 
provide for pay of military personnel on the retired lists of the Army, Navy, Marine 
Corps, and Air Force. Information before the committee indicated that the 
appropriation request for fiscal year 1951 was overestimated. More retired 
personnel are being called back into service which should reduce the require- 
ments, and in the opinion of the committee more careful scrutiny should be given 
to requests for retirement of persons who have not reached the legal age limit for 
retirement. On the basis of these facts and on past experience the committee 
recommends a reduction of $15,000,000 in this request leaving for appropriation 
$345,000,000. 


I am glad to have your statement. 

Mr. Lorrts. May I say that we share the views of the House 
Appropriations Committee on this item. We do not want to get into 
the retired pay appropriation a single dollar more than we actually 
need, and we are not asking for restoratior of any of the money which 
the House took out of the appropriation. This is one of those peculiar 
items which is a matter of law, and if personnel are retired by provision 
of law, they are entitled to a certain amount of retired pay; and it is 
a mathematical computation of those rates prescribed by law to the 
estimated number of persons who will be on the retired rolls. I have 
a statement I will introduce in the record. 

Senator O’Manonery. The statement will be filed for the record; 

(The statement referred to is as follows:) 


STATEMENT OF J. R. Lorris, AssIsTANT FOR ADMINISTRATION, OFFICE OF THE 
SECRETARY OF DEFENSE 


Mr. Chairman and members of the committee, the general purpose of the 
appropriation “Retired pay, Department of Defense”’ is to provide for the payment 
of retired and retainer pay, as prescribed by law, for all military personnel of the 
Department of Defense. The estimates represent a consolidation of the require- 
ments of the three military departments for payments to officers and enlisted 
personnel on the retired rolls of the Army, Navy, Marine Corps, and Air Force 
and for the retainer pay of regular enlisted personnel of the Fleet Reserve of the 
Navy and Fleet Marine Corps Reserve, as provided by law. 

The amounts required for this appropriation are a mathematical computation 
of the rates prescribed by law to be paid personnel on the retired rolls. The 
estimate of $360 million for the fiscal year 1952 was based on the best available 
projection that could be made when the estimates were prepared of the number of 
persons who would be carried on the retired rolls this fiscal year. The House 
reduced this estimate by $15 million and recommended an appropriation of $345 
million. 

Certain variables and imponderables in the planning factors used to project the 
estimate of the numbers to be carried on the retired rolls make it difficult to 
determine precisely the exact amounts ultimately required by law to be paid to 
retired personnel. For example, with the. continuation of hostilities in Korea, 
it now appears that the low rate of voluntary retirements and transfers to the 
fleet reserve attained in 1951 will continue, but the number of physical disability 
retirements will probably ‘increase. Experience, to date, indicates that it is 
nearer 12 months rather than 6 months as originally anticipated, before casualties 
from Korean activities reach the retired rolls. While provisions of law require the 
retirement of officers under certain circumstances, such as twice failing of selection 
for promotion, or having a prescribed number of years of total service, or having 








DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 1605 










failed to maintain ete standards of performance of duty, it is the policy of 
the Army, Navy, Marine Corps, and Air Force to limit voluntary retirement of 
officers with less than 30 years of active service, except when it is deemed in the 


eS best interests of the service or in cases of individual hardship. The effect of these 
3 policies this past fiscal year was to limit such voluntary retirements in all four 
= services to a total of 14. 

a 


In view of the rapidly changing character of events affecting the retired lists, 
no change is proposed in the amount as approved by the House for payments to 
be made to retired personnel during the fiscal year 1952. Should this amount 


erg nd 


ye 


¥ prove insufficient, we will appreciate an opportunity to again discuss our needs 
ee with the committee in a supplemental request, inasmuch as the amount required 
a in this appropriation is covered by laws under which the military services have no 
3 administrative discretion, 

2 The appropriation of $342 million for the fiscal year 1951 was predicated on 
- conditions prevailing prior to the outbreak of hostilities in Korea. The need to 


build up the forces in being resulted in the recall of some retired personnel to 
active duty and also a limitation on the number of voluntary retirements. These 
changes in conditions affecting the number of annuitants on the retired rolls 
reduced the amounts required for payment to retired personnel last year by 
approximately $18 million. For the fiscal year 1952, it is anticipated that 
additions to the retired lists of nondisability annuitants will come largely from 
regular personnel with 30 years or more of service and by transfer to the inactive 
fleet reserve of enlisted personnel who have completed 30 years of service. Mili- 
tary operations and the casualties resulting therefrom largely govern the number 
of annuitants and amounts paid for personnel retired because of physical dis- 
ability. Experience indicates that approximately 15 percent of the battle 
casualties will ultimately be retired for disability. In view of the indicated 
average of 12 months hospitalization, the full impact of these retirements is not 
expected until sometime during the fiscal year 1952. 

The amount as approved by the House—$345 million—will provide for an 
average of approximately 143,895 annuitants on the retired rolls during fiscal 
year 1952 as compared with an average of 133,181 last year. As of June 30 there 
were a total of 134,106 on the rolls. 


















Mr. Gartock. We will also want to appeal, in Mrs. Rosenberg’s 
testimony tomorrow, the language provision which was added to this 
ka appropriation by the House. 

4 Senator O’Manoney. I know that is coming up. 





CLAIMS 





The other item ia the Office of the Secretary of Defense is for claims, 
for which $5,000,000 is provided, both in the bill and in the budget, and 
it was the same item for 1951. I assume that there is no particular 
need for any comment on that. 

Mr. Lorrts. I will insert a statement in the record. 

(The statement referred to is as follows:) 





‘4 


CSRS 












ay . 

4 STATEMENT OF J. R. Lortis, ASSISTANT FOR ADMINISTRATION, OFFICE OF THE 
be SecRETARY OF DEFENSE 

# Mr. Chairman and members of the committee, the estimates for this appropria- 
78 


tion provide funds for the payment of all noncontractual claims against the Depart- 
ment of Defense as authorized by law. It includes claims falling under the general 
categories of military and civilian personnel claims, marine casualty claims, Fed- 
eral tort claims, claims arising out of noncombat activities, foreign claims, and so 
forth. The estimate represents a consolidation of the estimated requirements for 
claims of this nature arising out of activities of the Office of the Secretary of De- 
fense and the Departments of the Army, Navy, and Air Force. 

Experience has indicated that the number of such claims, particularly personnel, 
tort, and admiralty cases, tends to increase with any expansion in personnel 
strength and military operations. Accordingly, it may be expected that the 
Be build-up of our military forces and expanding defense activities will result in some 
increase in the number of claims during the latter part of the fiscal year 1952. 
However, in view of the long process of investigation and adjudication, it is doubt- 
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ful whether any appreciable effect of this anticipated increase will be felt in the 
number of claims reaching the settlement stage prior to the fiscal year 1953. Ac- 
cordingly, the estimate of $5 million for fiseal year 1952 is the same as the amount 
appropriated for the fiscal year 1951 and provides for a continuation of the settle- 
ment of cases at substantially the present rate. 

These estimates make no provision for claims arising from major disasters, such 
as the Texas City explosion, the Vanport flood, the Alaska cannery fire, and so 
forth, or for claims arising from aircraft accidents causing extensive damage to 
commercial and residential buildings. The amounts, if any, required in the settle- 
ment of major claims of this nature will be requested separately for special appro- 
priations. 

The request for an appropriation of $5 million consists of $2,278,000 for the 
Department of the Army, $923,000 for the Department of the Navy, and $1,- 
799,000 for the Department of the Air Force. 


CONTINGENCIES 


Senator O’Manoney. For contingencies, the bill is $10,000,000 
below the appropriation for 1951, but it is the same as the Budget 
Bureau recommendation, namely, $75,000,000. Have you a state- 
ment on that? 

Mr. McNett. I will speak to that, sir, and may the remarks be off 
the record? 

Senator O’Manoney. Off the record. 

(Discussion off the record.) 


Army AND Arr Force CoMmMISSARIES 


STATEMENTS OF KARL R. BENDETSEN, ASSISTANT SECRETARY 
OF THE ARMY (GENERAL MANAGEMENT); W. J. McNEIL, 
ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER); LYLE S. 
GARLOCK, ASSISTANT COMPTROLLER FOR BUDGET OF THE 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE; FRANCIS 
SHACKELFORD, DEPARTMENT COUNSELOR, DEPARTMENT OF 
THE ARMY; BRIG. GEN. ROBERT P. HOLLIS, CHIEF, SUPPLY 
DIVISION, OFFICE OF THE QUARTERMASTER GENERAL, DE- 
PARTMENT OF THE ARMY; LT. COL. JAMES S. MURPHY, ACTING 
CHIEF, SUBSISTENCE: BRANCH, SUPPLY DIVISION, OFFICE OF 
THE QUARTERMASTER GENERAL, DEPARTMENT OF THE ARMY; 
AND BRIG. GEN. R. S. MOORE, SPECIAL ASSISTANT TO THE 
ASSISTANT SECRETARY OF DEFENSE 


SECTION 628, GENERAL PROVISIONS 


Mr. BenpetseN. I would like, if I may, Mr. Chairman, to discuss 
with you section 628 of the House appropriations bill, which relates 
to commissaries. 

I should like to say, if I may, that I deem it a real privilege to have 
this chance to talk to you about the provision, because I speak from a 
very, very deep conviction about the matter of commissaries. 

Senator O’Manoney. At the beginning, let us insert in the record 
the text of section 628 as it passed the House. 

(The information referred to is as follows:) 


Sec. 628. No appropriation contained in this Act shall be available for any 
direct expense (including commercial transportation in the United States to the 
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place of sale but excluding all transportation outside the United States) in connec- 
tion with the maintenance, conduct, operation, or management of sales commis- 
saries, or commissary stores, of agencies of the Department of Defense, except 
where reimbursement for such expenses is to be made, 


EFFECT OF APPROPRIATION LANGUAGE 


Senator O’Manonry. You may proceed. 

Mr. BunputseN. We feel if this provision, which is in the record 
now, is enacted into law, it will have a very drastic and a very adverse 
effect on the morale of our servicemen and their de ‘pendents. 

It will require military personnel to pay higher prices for food. 

Senator O’Manonry. The proposed amendment which has been 
sent up here from the Department is here. 

Mr. BenpetsEN. | would like to say that amendment was sent up 
here in response to a request and that if, after consideration of the 
matter, the committee is of the view that some change should be made 
in the status of the commissaries as of now, then we would like an 
opportunity to discuss such a change with you, either tomorrow or 
the following day. Under those conditions, we would like at this time 
to withdraw that particular language. It was done very hastily, 
and we would like to have an opportunity for further consideration. 

Senator O’Manonry. What you are saying is that this is not the 
suggestion of the Department of Defense now? 

Mr. BenpETSEN. I am asking you on behalf of the Department to 
consider the complete deletion of section 628. 

Senator O’Manonry. All right, you present the case, please. 

Mr. BenvetsEN. If the section as drawn were enacted into law, 
we feel, as I have said, that it would have a very drastic and adverse 
effect upon our people in the armed services. It would require them, 
in short, to pay higher prices for food. There is some basis for the 
view that, as drawn, this section could be interpreted as requiring 
that military commissaries be closed, and I would like to go into that 
later. But as the Deputy Secretary of Defense in his letter to you, 
which I believe is in the record, or which I suggest be placed in the 
record — 

(The letter referred to appears on pp. 1236-1237.) 

Senator O’Manonry. May I say that this letter of the Secretary 
carfies the proposed amendment which you are now asking to with- 
draw. 

Mr. McNett. May I add something to that? In order to get the 
appeals or requests for consideration before the committee, some of 
that work was done at night, and that I personally think that there 
has to be some more work on that language to make sure that there 
is something workable. 

Senator O’Manoney. In order that we may have a full record at 
this point, we will put in the letter of the Secretary, but we will not 
insert the language which accompanied the letter because of the 
statement by yourself and Mr. MeNeil that the Department desires 
to recommend the elimination of the entire section; and, failing that, 
would suggest some modification. 

Let me say that if the committeé should agree to eliminate the 
section, the conference committee would be the place to make that 
suggestion. 
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Proceed and make your case, Mr. Bendetsen. 


STATUTE ON PURCHASE OF FOOD AT COMMISSARIES 


Mr. BenpetsEN. We have in the Army and, since the Unification 
Act, in the Air Force, a statute which has been in force for over 65 
years. Under that statute, there has been extended to military per- 
sonnel the privilege of pu rchasing food for their families and themselves 
at prices substantially lower than those in the ordinary termina! 
outlets for food. 

This was enacted in 1884, and it requires, by its terms, that all 
subsistence to be sold to officers and enlisted men should be sold at 
the invoice price, that is, the purchase price paid by the Government 
in acquiring it. It prohibits by its terms the inclusion of any overhead 
costs. 

Now, there is no similarly restrictive statute in the case of the Navy 
and the Marine C orps but their long-established practice has been to 
reflect in their commissary prices a small portion of total overhead 
involved. They have been following a rule that involves approxi- 
mately 5 percent of the purchase price to be added for overhead costs; 
whereas, under the 1884 statute, it has been the practice in the Army 
and the Air Force to sell at the invoice price. 

In consequence of that, in the Army and in the Air Force at their 
commissaries, the prices are approximately 22% percent less than 
comparable civilian prices at terminal outlets. While those of the 
Navy and the Marine Corps are, depending on the location, from 14 
to 21 percent less than the comparable civilian store prices. 

Over the years that I have outlined to you, it has been the practice 
in the Navy and Marine Corps to absorb, from appropriated funds, 
that part of the overhead not covered by their commissary sales price, 
and in the Army and the Air Force to absorb from such funds the 
entire overhead costs. 

I think it is appropriate to point out that there are about 500,000 
to 600,000 service families who enjoy the commissary privilege. 

Senator Young. And they did all during and since World War II? 

Mr. Benpersen. That is right, sir, and way back through World 
War I. 

NUMBER OF COMMISSARIES 


At the present time, of some 362 commissaries throughout the world 
in the 4 services of the 3 departments, approximately 47 percent 
of the 362 are located overseas, and 53 percent in continental 
United States. 

I think that it is also appropriate to point out that the development 
of commissaries relates back to the frontier days. At that time, 
civilian outlets were not available to assure that military personnel 
could get essential supplies. To some extent today, the same criterion 
applies. There is due recognition given to the fact that an unreason- 
able price can make an item just as unavailable to the average service- 
man under his conditions, as if there were no stores, 
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JOINT ARMED SERVICES REGULATIONS ON COMMISSARY STORES 


This policy, going back to the history I have described, is reflected 
now in the joint Armed Services Commissary Store Regulations. The 
most recent of those came out in October of 1949 ,and that provides 
that commissary stores shall not be established or maintained in the 
United States in areas “where adequate commercial facilities are 
conveniently available and sell commissary merchandise at reasonable 
prices.” There is a criteria used by the services to determine whether 
such prices are reasonable, taking into account the history I have 
described. If the average commercial selling price in the area con- 
cerned for a given group of items exceeds those charged by the com- 
missaries by a specified percentage, then a commissary will operate 
in the area, under the present plan and arrangement. 

In the case of the Army and the Air Force, the figure is 20 percent. 
In the case of the Navy and Marine Corps it is 20 percent less the 
approximately 5-percent average mark-up which they have over the 
years charged on a part of the overhead cost. 

The commissary privilege has been well established, and has been 

fact a part, indirectly, of the rates of pay and compensation for 
enlisted men and officers. I think it is appropriate to point out that 
preparatory to the passage of the Career Compensation Act, that was 
adopted in 1949 after long study, there was a commission appointed 
by Secretary Forrestal—the so-called Hook Commission—that made 
an eXamination into the pay structure and the amounts of pay for 
all those in the armed services and considered, among other factors, 
the privilege of buying at commissaries. Congress in enacting the 
uniform pay bill also took this privilege under study, and in the re- 
port of the House Armed Services Committee, which I would like to 
quote from, on page 11 of House Report No. 779, Eighty-first Con- 
gress, first session, the committee said: 

Title If of the proposed bill contains all of the provisions relating to basic and 
incentive and special pays. 

In establishing the proposed pay scales, the matter of so-called hidden benefits, 
such as hospitalization, commissary, and post-exchange privileges were considered. 
Many civilian industries now offer these same emoluments in various forms. In 
considering these emoluments for the services, it was necessary to consider at the 
same time special expenses, peculiar to the services, such as purchase of uniforms 
and insignia, purchase of civilian clothes suitable for all occasions and to the 
individual’s grade and station, additional expenses incurred through frequent 
changes of station, added expenses due to wear and tear on household goods, 
often increased insurance cost due to the nature of the service performed and so 
forth. An attempt was made to attach a concrete dollar or percentage figure to 
expenses which servicemen undergo due to the exigencies of the service and other 
special emoluments as a result of being a member of one of the services. This was 
found not be practicable, since expenses are not incurred by everyone in equal 
amounts or at the same interval, and the emoluments do not accrue to all and 
the benefits vary greatly. 


However, an attempt to balance the special expenses against the special 
emoluments— 


and I add “including commissaries’”’, as pointed out, and I return to 
the quote— 


was made, and the committee came to the conclusion that in the long run they 
balance out each other. 


I think that that is a clear indication that in arriving at the rates 
of pay, Congress took into account a long-established quasi contract 
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between the service people and the Government—a privilege not 
enjoyed by civilians in a general way, but granted to our military 
personnel because of the special burdens, which you are entirely 
familiar with, which the average service family has to undergo. 
Today particularly , with an expanded force it is especially important 
to note the military pay scale reflects the fact that our citizen soldiers 
and their families have had this privilege, and that it is there to 
offset many of the burdens which are peculiar to military life. 


INVENTORIES OF ARMY STORES 


Senator O’Manonry. Do these commissaries now carry items of 
luxury erade like television sets and radio sets and things of that kind? 
Mr. Benpetsen. Commissaries don’t carry any thing of that nature. 

Senator O’Manonry. How about the PX’s? 

Mr. Benpersen. The post exchanges are not permitted to carry 
that kind of item any longer except overseas where you can’t get 
that sort of thing. Overseas the post exchanges, the ship service 
stores, and so on, do carry a full range of things which the people 
couldn’t get overseas anyway. But commissaries, which have existed 
for so long, have never stocked anything but food and the supplies 
associated with the kitchen, in other words, such items as soaps, 
cleaners, and foods. It is purely a kitchen supply on the commissary 
shelf and the commissaries never have had at any time anything like 
radios, dishwashers, watches, and so on, or television sets. 

As I was saying before, Mr. Chairman, the burdens of the service 
require service people to ‘do many things which are not associated 
generally with the average civilian pursuit. Civilians more or less 
for the most part stay put in a fixed location. Military personnel 
on the other hand have to move constantly, have two sets of clothes, 
and have subjected themselves to a great many other sacrifices that 
in determining the present pay scales the Congress took into con- 
sideration. Although the commissary privilege isn’t shared by all, 
under the circumstances enactment of section 628 into law would be 
cutting the take-home pay of service people. It would simply be a 
percentage cut based on what they now pay out to serve the table 
and at a time when they are already beset by soaring prices and the 
high cost of living. 

Senator Youna. It has made Army life more attractive. 

Mr. Benvetsen. It unquestionably has had the effect, as you say, 
Senator Young, of making service life more attractive. It has in 
the past encouraged enlistments because despite the disadvantages of 
military life there have been advantages such as the commissary 
privilege to offset them. 

Many of the citizen soldiers who have come in during this time of 
emergency have had to move their families, and their families have had 
to count on this privilege to make the pay check stretch. I don’t call 
it anything but a privilege, but it is a part of the structure which we 
have had for these many years. 

Now, I will concede, as I am sure any responsible person would 
have to concede, that there are pros and cons to this matter. If there 
were not, there would not be a provision here to consider. I haye 
tried to see it in the range of my responsibilities as a civilian Secretary, 
as honestly as I could from both sides. I can fully appreciate what 
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is involved. In addition to some of the other things he did, my 
father was a merchant. I can understand how many of the merchants 
feel where there is a military station near town. Naturally they 
would like to have that part of the business. I don’t blame them 
at all. I feel sure they would not hestitate to say so. But here we 
have a situation which has existed for many, many years with the 
complete understanding of all concerned and a pay structure which 
was set after taking this privilege into account. 1 do urge a recon- 
sideration of the problem by this committee and I do urge that you 
delete any provisions which would change the long-established prac- 
tice. If after due consideration that is not the view of the committee, 
we would like to discuss this particular problem with you further, 
with a view of trying to find a way which wouldn’t be inequitable 
to the people to whom we look to answer the call of duty. 


HOUSE ACTION 


Senator O’Maunonery. I have examined the report, of course, on 
page 147, and it makes only this reference: 

Section 628. This is a new section for the purpose of requiring commissary sales 
prices to include all direct costs of maintenance, operation, management and so on, 
except overseas transportation. 

And then the section is set forth as it was approved by the committee. 
There is no other explanation of the amendment in the House com- 
mittee report. 

On page 9961 of the Congressional Record of August 9, 1951, after 
the bill had been read and opened to amendments, the Chair asked 
whether there were any points of order to any of the remaining sec- 
tions of the bill, whereupon Mr. Teague, made the point of order— 

I make a point of order against section 628 of the bill, page 63, on the ground 
that it is legislation on an appropriation bill. 

The Chair sustained the point of order, because of language contained 
in the amendment as it was reported by the committee. 

The opening language reads as follows: 


In accordance with regulations approved by the Secretary of Defense— 
and then later on the proviso that reads as follows: 


Provided, That hereafter the proviso under the head of ‘‘Subsistence of the Army” 
and the Army Appropriations Act fiscal year 1885, be not applied to sales by sales 
commissarits or commissary stores and such sales shall not be made at prices 
insufficient to cover the direct expenses of said activities and the cost of articles 
sold: Provided further, That under unusual or extraordinary circumstances the cost 
of pay and allowances of military personnel may in the discretion of the Secretary 
of Defense be excluded from the reimbursements required by this section. 

The whole section having been stricken out because of the inclusion 
of these portions, the House proceeded to the consideration of the bill 
and then just before the final vote was taken Mr. Scrivner, a member 
of the subcommittee, offered an amendment which reads as follows: 

Sec. 628. No appropriation contained in this act shall be available for any 
direct expense (including commercial transportation in the United States to the 
place of sale but excludipg all transportation outside of the United States) in 
connection with the maintenance, conduct, operation, or management of sales, 


commissaries or commissary stores, of agencies of the Department of Defense 
except where reimbursement for such expenses is to be made. 
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Mr. Scrivner explained that he had submitted a new amendment 
which was identical with the old with the exception that the objection- 
able language to which the point of order was made or on account of 
which the point of order was sustained, had been eliminated. It is 
my understanding, Mr. Secretary, that you are directing your remarks 
against the amendment as it finally was adopted. 


EFFECT OF HOUSE ACTION 


Mr. Benpvetsen. That is right, the amendment as finally adopted 
would require that the overhead costs in operating these stores be 
included in the sales price, and your transportation would also have 
to be included. 

I have looked into the matter at great length and it would appear, 
I believe, that in the case of the Army the effect of section 628 would 
involve a saving of some $24 million at present strength. My exami- 
nation leads me to the conclusion that the actual saving in appropria- 
tions would be closer to $10 million because of the $24 million approxi- 
mately $14 million would be involved in transfers to the Navy and to 
the Air Force, in view of the fact that the Army is the agency which 
buys subsistence for the three departments. 

Senator O’Manonry. Your statement is that it would save $10 
million in the cost of operating the Army? 

Mr. Benpetsen. That is my estimate, yes, sir. 

Senator O’Manoney. And it would save the balance in the cost of 
operating the Navy and the Air Force? 

Mr. BenpeTSEN. I am not positive that that would be the case, 
because, as I explained, over the years it has been the practice of the 
Navy to charge an average of 5 percent. Do you agree with that? 

Mr. Garuock. I would like to make one clarifying statement. It 
is $10 million and $14 million. However, it is distributed, has already 
been taken out of the budget by the Budget Bureau in the mark- -up 
of the budget, so that were 628 dropped out, we will need between 
$20 and $24 million added back in. And I will be glad to supply the 
staff of the committee with the distribution. 

Senator O’Manoney. Well, that amounts to saying that this 
amendment has cut $28 million out of the bill. 

Mr. BenvetsEN. That is $24 million, sir. 

Senator O’Maunoney. And if this amendment is restored we will 
have to find a place somewhere else in the bill for $24 million. 

Mr. Benpetsen. If the amendment is deleted. 

Senator O’Manoney. Yes, I see. And your justification for that 
is that unless this amendment is taken out, the commissary service 
will be largely suspended and it will result in lowering the morale of 
the military personnel, and will in many instances deprive Army, 
Navy, and Air Force personnel of what you regard as a necessary 
commissary service in places where they have no access to ordinary 
stores. 

Mr. BenpetseNn. That is right. We would have to find some way 
in any event to deliver commissary supplies to people overseas where 
they couldn’t buy these needed items anyway. 
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COMMISSARY IN KOREA 


Senator O’Manoney. Do you have a commissary in Korea? 

Mr. BenpetseN. Yes, sir. 

Senator O’Manoney. How? 

Mr. BenpetseENn. In the Far East command, I should say, not in 
Korea itself, which is an active theater of operation. 

Senator O’ Manonry. And the commissary does not operate in an 
active theater of war? 

Mr. BenpetseN. In the combat zone, it does not, because in a 
combat zone the men are fed field rations. Behind the combat zone 
of an active theater there would be. 

Mr. Gartock. It only operates when there are dependents. 

Mr. Benpetsen. That is not entirely right, because in some cases 
we don’t have depende nts but we have men quartered out where they 
have to provide their own food services. 

Senator O’Maunoney. It boils down to this, that in your areas out- 
side of combat zones, military personnel would in some instances be 
deprived of an essential service? 

Mr, Benpetsen. That is right, sir. 

Senator O’ MAHON EY. There are some posts and stations, however, 
where military personnel are stationed, where there are private 
sources of supply. 

Mr. BenperseN. That is true, of course, but I would like to make 
in that connection, the additional point that as a part of the direct 
and indirect pay structure provided for our military personnel, this 
privilege of being able to buy their subsistence at a lower price has 
over the years entered into what I would regard as an implied contract 
with the serviceman. 

Senator O’Mauonery. The commissary system established 60 years 
ago, or more than 60 years ago, has been taken in to consideration, 
vou say, in fixing its rates of compensation for persons in the armed 
services? 

Mr. Benpetsen. As recently as the Eighty-first Congress, yes, sir. 
| read from a report on that. 

| have with me at your convenience and at the pleasure of the com- 
mittee people who can provide any facts, figures, or statistics that 
you may wish on commissary operations. 

Senator O’Manoney. I think that you have covered the matter 
pretty thoroughly. It might be that Mr. Shackelford might want 
to add some additional material on the actual operation cost, or 
perhaps the general might wish to add something. 

Mr. Suacketrorp. | think that Sec retary Bendetsen has covered 
the matter very fully. I have nothing more than I feel I should add 
for your consideration. 


COMMISSARY PRIVILEGES 


Senator O’Manoney. General, let me ask you a question. Has this 
commissary privilege been abused? 

General Hotuis. Not to my knowledge, sir. Every officer who is 
a patron of the commissary is required to make a certificate that food 
purchased from the commissary will be used only for himself or his 
immediate dependents, and to the best of my know eldge this privilege 
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is not abused. There have doubtless been instances somewhere in 
the history of the Army where someone has abused it, but, by and large, 
I think that there have been very few abuses. 

Senator O’Manoney. The instructions to those who run the com- 
missaries, are they so couched as to guard against abuses, also? 

General Houuts. Yes, sir; the normal procedure is for the individual 
to be issued a card by number which entitles him to trade at the 
commissary, and which must be presented to make his purchases, and 
the size of the individual’s monthly purchases are checked in many 
instances overseas. 

Senator O’Manonry. You said officers are required to make a 
certificate. How about the enlisted personnel? 

General Houuts. They are required to make a certificate also; 
yes, sir. 

Senator O’Manonery. And noncommissioned officers? 

General Houuis. The same is true. 

Senator O’Manoney. And what about the responsibility of post 
commanders for the supervision of the commissary? 

General Houuts. He has thé responsibility for the supervision of 
the operation of his commissary, exactly as he would have it for every 
other activity on his post. 

Senator O’Manoney. He is subject to audit. 

General Ho.uis. Yes, sir. 

Senator O’Manonry. Where would the $24 million go in the bill, 
that would have to be provided in the event the section were deleted? 

General Hous. If | may I would like to ask Colonel Murphy, 
who deals with this matter daily, to give you a breakdown which he 
has with him, sir. 

Colonel Murruy. Of the $24 million, $14 million, approximately, 
is the loss factor connected with supply of subsistence to the -Air 
Force, the Navy, the Marine Corps, and other departments outside 
the Department of Defense. ‘To delete those funds from our budget 
would merely result in a shortage in the funds of the Air Force or the 
Navy, the receiving agency, which should total exactly the $14 
million which has been deleted from the Department of Army sub- 
sistence. 

Mr. Benpretsen. Where in the bill, in which of the appropria- 
tions would it have to be added? 

Colonel Murpuy. It would be in the subsistence appropriation of 
the Army. 

Senator O’Manoney. Is there any reimbursement from the Navy 
or the Air Force under our present operation? 

Colonel Murpuy. No, sir, our budget has included the loss factors 
involved in the storage and supply of subsistence to the other services 
and Congress has given us the money, which has made it unneces- 
sary for those departments to ask for funds in their appropriations. 

Senator O’Manonery. You just account for it as a deficit or a loss? 

Colonel Murrny. That is right. 

Senator O’Manoney. General Moore, were you going to make 
some comment on that? 
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RESTORATION REQUESTED 


General Moore. Such amount as might be restored should be 
restored to the item appearing on page 13, line 14, of the committee 
print, under the head of subsistence. 

Senator Youna. In this huge appropriation bill,‘ couldn’t you 
absorb that amount? 

General Moore. Senator, the ration is running at the moment 
more, a little more than we have in for the ration. We have not 
asked for the difference because we don’t know whether the prices of 
the ration are going up or down. If the prices were to go down a 
great deal it might be possible to absorb this and in any event we 
certainly could get along without restoring anything at this time and 
if the prices level out at the present rate we could request such funds 
as we need at the time we adjust the bill because of the fluctuating 
price of the ration. 

Mr. Benpvetsen. If I may say this, Senator Young, I should sup- 
pose if it were the judgment of the committee that in response to our 
appeal the amendment, 628, were stricken out, then it would be un- 
necessary to restore the $24 million at this time. If subsistence goes 
up, we would have to ask you at a later time for what we could show 
justifiably was required and if it went down we might not have to 
ask you for anything. So I don’t think it is essential that the $24 
million be restored at this time, Mr. Chairman. 

Senator O’Manoney. That explains it pretty well and I think that 
we have the story. ‘Thank you very much, Mr. Secretary. 


EMERGENCY FuND 


STATEMENTS OF W. J. McNEIL, ASSISTANT SECRETARY OF DE- 
FENSE (COMPTROLLER); LYLE GARLOCK, ASSISTANT TO THE 
COMPTROLLER; AND GENERAL MOORE 


RESEARCH AND DEVELOPMENT PROGRAM 


Mr. McNet. This is the emergency fund of $90 million, Mr. Chair- 
man. When the research and development program was being de- 
veloped earlier this year, the total requests of the three services as 
initially cleared by Research and Development Board Committees 
totaled $1,800 million. Because this represented such a sharp in- 
crease over any research and development level previously under- 
taken, and because we knew that if you go too far we might get into a 
competitive position of hiring one person away from one project to 
another at an increased rate, and while the scientific talent of the 
country is probably increasing that the increase in the one year might 
be in excess of the amount which could profitably be expended. 

Secretary Lovett -decided that, in addition to the normal review by 
the Research and Development Board, a part of which are made up 
of representatives of the three military departments, he would also 
have an independent examination made. He secured the services of 
Dr. Joseph W. Barker, head of the Research Corp. of New York; Dr. 
T. Keith Glennan, one of the Atomic Energy Commission Commis- 
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sioners; and Franz Schneider, who had done a considerable amount of 
work for Mr. Eberstadt on the Hoover Commission task force, and 
who had done a considerable amount of work for several Senate com- 
mittees, and who is quite familiar with this field as well as Dr. Hugh 
L. Dry den from the National Advisory Committee for Aeronautics, 
asking them to make a complete review of this whole program. They 

made a recommendation that about $1,200 million was the top limit, 

or the top sum which profitably could be invested in research and 
development in the three services, although in the time available they 

could not pin point every single item of the 15,000 projects which 
might or might not have merit. 

After long discussions with the Chairman of the Research and 
Development Board and with Board members, it was agreed that the 
level of $1,200 million might be practicable, if there were some way 
to take care of unusual items that subsequently might come up. [1 
was felt that the proposed level would take care of the firm programs 
but there are so many things these days that come up which might be 
profitable to look at or to undertake without waiting another. year, 
that $1,200 million might be all right if an additional sum of $200 
million was set up as a reserve. After further discussion the amoun| 
of an emergency reserve was brought down to $90 million subject to 
allocation to projects which might afford profitable opportunity of 
success. 

We have had one major request already. It is in a very important 
field which was not provided for in initial allocations to the military 
departments. 

(Discussion off the record.) 


WORKING CAPITAL FUNDS AND STOCK FUNDS 


I have here a letter which Secretary Lovett sent up today with 
respect to certain language on page 16, lines 7 to 11. 
Senator O’Manoney. (Reading): 


Each of the military departments have written to vou about the effect of the 
amendment on page 16, lines 4 through 8, concerning working capital and stock 
funds as added to the fiscal year 1952 appropriation bill by the House of Repre- 
sentatives. 

Under the date of August 17, 1951, in a formal appeal the Department of 
Defense requested the deletion of this provision. I am taking this opportunity 
to again request the deletion of this provision as it would substantially interfere 
with the efforts we are making in the Department of Defense to bring industria! 
activities under improved management control and would substantially lessen 
our ability to control the mobilization reserves being financed in the fiseal vear 
1952 budget. 

The Assistant Secretary of Defense (Comptroller), W. J. MeNeil, is available 
to appear before vour committee to elaborate on these points and to answer any 
questions vour committee may have concerning the operation of the working 
-eapital and stack funds. 


The letters to which reference is made will also be inserted in the 
record at this point. 
(The letters referred to are as follows:) 
THe SECRETARY OF DEFENSE, 
Washington, August 23, 1951. 


Hon. Joserpn C. O'’ MAHoneEYy, : 
United States Senate. 


Dear Senator O’Manoney: Each of the military departments have written 
to you about the effect of the amendment on page 16, lines 4 through 8, concerning 
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working capital and stock funds as added to the fiscal year 1952 appropriation bill 
bv the House of Representatives. 

“Under the date of August 17, 1951, in a formal appeal the Department of 
Defense requested the deletion of this provision. I am taking this opportunity 
to again request the deletion of this provision as it would substantially interfere 
with the efforts we are making in the Department of Defense to bring industrial 
activities under improved management contro! and would substantially lessen our 
ability to control the mobilization reserves being financed in the fiscal vear 1952 
budget. 

The Assistant Secretary of Defense (Comptroller), Mr. W. J. McNeil, is avail- 
able to appear before your committee to elaborate on these points and to answer 
any questions your committee may have concerning the operation of the working 
capital and stock funds. 

With kind regards, I am, 

Very sincerely yours, 
Rospert B. Lovert, Acting Secretary. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington 25, D. C., August 13, 1951. 
Hon. Josppn C, O’ Manoney, 
Chairman, Armed Services Subcommittee, Committee on Appropriations, 
United States Senate. 

Dear Senator O’ Manoney: I would like to comment on a provision contained 
in H. R. 5054, the Department of Defense appropriation bill, 1952, as passed by 
the House on August 9, 1951, reading as follows: 

‘Provided, That none of the funds appropriated in this or any other Act, and 
none of the property procured therewith, shall be available for transfer to any 
working capital fund under the provisions of section 405 (d) of the National 
Security Act, as amended.”’ 

This provision would prevent the Army from bringing the stocks on hand and 
the funds involved under better management control as now provided by section 
405 (d) of the National Security Act amendments. Section 405 (d) directs the 
capitalization of inventories on hand, and, until December 31, 1954, the transfer 
for working-capital purposes of-any unexpended balances of appropriations for 
the military departments not carried to the surplus fund of the Treasury. 

I understand there is a feeling that these transfers make possible the obligation, 
expenditure, and consumption of funds for the purchase of property and equip- 
ment, and for operational requirements of the militarv departments, without any 
opportunity for the Congress to examine, analyze, and approve the purposes for 
which the funds are to be spent. Such is not the case. 

I am fully in agreement with the proposition that appropriations for amounts 
to be expended from the Treasury should be subject to the closest scrutiny by the 
Congress, which is the agency properly in control of the purse strings of the 
Government. Accordingly, I would be the first to agree as to the wisdom of the 
above quoted prohibition, if there were any possibility that the transfer of un- 
expended balances for working capital could have the effect of permitting the 
expenditure of such funds for procurement or operational purposes without any 
control by the Congress. 

On the other hand, I am sure that you will agree with me that the transfer of 
unexpended balances, to be used for working-capital funds, should not only be 
permitted but encouraged, if it can clearly be demonstrated that such use will 
bring about greater economy and efficiency in procurement activities, and at the 
same time make possible closer control of expenditures by Congress and more 
understandable budget presentations. I believe this to be true, and feel that 
the House of Representatives action in this matter must have resulted from a 
failure by Army representatives to explain clearly the purposes and method of 
operation of working-capital funds. 

The purpose of the working-capital fund for stock, as authorized by the Na- 
tional Security Act amendments, was in large part to make it possible to place 
military budgeting on a consumption basis. The military budgeting picture has 
been muddied in the past by the necessity of including sufficient funds in one 
annual budget to cover deliveries for the ensuing two or more years, irrespecti\e 
of changes in military strength. The lead time on many items made it neces- 
sary to order in advance for deliveries to be made in future years. Thus, it has 
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been difficult to relate funds requested for purchase of clothing and equipage, 
for example, to the military strength planned for that year. The creation of 
stock funds made it possible to provide working-capital to finance the lead time, 
since the stock fund would purchase the clothing and in turn sell it to the appro- 
priation as needed for issue. Procurement appropriations thus could be placed 
on a consumption basis, each year’s appropriation including only the funds needed 
to buy from the stock fund the clothing needed for issue in that year. This 
procedure would have simplified review by Congress of budget requests because 
of the direct relationship to military strengths. 

I would like to e~nhasize that the working capital of these funds is used merely 
as a method for be*ter control and accounting of the annual appropriations made 
by Congress. The working capital is replenished by reimbursement for sales 
made to appropriations, and therefore remains static in amount. Congress 
retains complete control through its review and enactment of annual appro- 
priations. 

Enactment of the above provision would make impossible the operation of a 
stock fund for clothing and equipage, as planned by the Army for fiscal vear 1952. 
It is my opinion that such a fund, together with other stock and industrial funds, 
will bring about greater efficiency in operations, economy in use of funds, and 
simplified review by the Congress of budgetary requests. 

It is earnestly requested that you give favorable consideration to these sugges- 
tions, and make it possible for us to achieve greater economy and efficiency, and 
submit simpler budgets to your committee. 

Sincerely yours, 
Karu R. BENDETSEN, 
Assistant Secretary of the Army. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Vi ashington, August 13, 1951. 
Hon. Joseru C. O’ManHoney, 
Chairman, Armed Services Subcommittee on Appropriations, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: H. R. 5054, the Department of Defense appropria- 
tion bill, contains a proviso following the ‘Clothing and equipage”’ appropriation 
of the Department of the Army which will have a most retarding effect upon the 
current effort of the Department of the Navy to extend the working-canital-fund 
principles to its various industrial operations as recommended by the Committee 
on the Reorganization of the Executive Branch of the Government and contained 
in the National Security Act amendments of 1949. 

Section 405 (d) of the National Securitv Act, as amended, authorized the 
Secretary of Defense to provide capital for the working-capital funds authorized 
under section 405 by means of transfers from unexpended balances of any appro- 
priations of the military departments not carried to the surplus fund of the 
Treasury. .This power to make transfers of unexpended balances, which also 
includes inventories of existing materials, could be exercised through December 
31, 1954. The program of establishing industrial funds in the Department of the 
Navy was geared to this date. The immediate termination of the right to transfer 
presently possessed would make useless the extensive surveys made and systems 
prepared in anticipation of the transfer of such funds. Also, this denial of the 
right to transfer unexpended balances prevents the full employment of funds 
already appropriated toward the establishment of working-capital funds which 
permit an effective control of and accounting for the cost of programs and work 
performed in the Department of Defense. 

There are two types of funds which could be established under section 405 of the 
National Security Act, as amended. The first type of fund is for the purpose of 
financing inventories of standardized items used throughout the Department of 
the Navy which have a rapid turn-over in use and are widely used throughout the 
Department. The Navy stock fund, which has existed in substantially its present 
form for the past three decades, illustrates this type of working-capital fund. The 
centralized control of the procurement of these materials permits a better ap- 
praisal of the market conditions for purchasing of future requirements; for 
example, frozen meats may be bought on a seasonal basis under the fund rather 
than the present need of an activity financed by a current appropriation, which 
need might prompt purchases in an adverse market. Also, by having a single 
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inventory prepared to meet the needs of various activities throughout the Depart- 
ment of the Navy, it makes unnecessary the maintenance of separate inventories 
of common-use items at particular installations in the Department of the Navy. 
Not only is much saving accomplished by the single segregation of the material 
but also the accounting for such material is considerably reduced, thereby facili- 
tating appropriation and cost accounting and clarifying budget justification of 
these materials. 

The second type of working-capital fund which may be created under section 
405 is the fund which provides working capital for industrial-type activities. 
This type of fund is exemplified by the Navy industrial fund which was estab- 
lished primarily from transfers of unexpended balances on naval appropriations. 
\t the present time, the Department of the Navy is completing surveys on its 
industrial activities and intends to bring them within the industrial-fund operation 
within the near future. These industrial activities are examplified by the naval 
shipyards, ordnance plants, the clothing depot, and the Military Sea Transporta- 
tion Service. It is most important that the operation of these activities be 
constantly evaluated in the same manner as their counterparts in private industry 
are evaluated. In order to do this, it is necessary that the mechanics afforded by 
section 405 in the creation of a working-capital fund be retained, for only in this 
manner can the planning and cost accounting unique to these activities be pro- 
jected on a continuing basis. The projection afforded by the working-capital 
fund permits an appraisal of the costs generated by the industrial activity as 
reflected in the use of fund rather than in the application of diverse appropriations 
to the same activity. The appropriations which are, charged with the cost of 
the materials furnished for services rendered will then properly reflect the cost 
of such work in its reimbursement to the working fund. By the measurement 
of costs afforded by these working capital funds, the activities affected will be 
forced to appraise its economic and efficient operation in the light of similar 
costs found in private industry. These measurements are essential for the 
resentation in budget estimates of the proper cost of items produced within the 
Navy industrial installations, The need for such proper costs has been repeatedly 
stressed by your committee. 

The control of industrial funds should not be in their creation, but in their 
unnecessary enlargement. This was recognized by Congress in its control of the 
expansion of the Navy stock fund after World War II. The fund was reduced 
by transfer of surplus funds to ‘‘miscellaneous receipts,’ thereby keeping the 
corpus of the fund within the currently indicated need of ne °l operation. It is 
appreciated that this need varies in war and peace and that revolving funds 
should be reduced accordingly. 

The revolving fund concept has been used to advantage by the Department of 
the Navy for many years and, as a result, this Department, in conformance with 
your often-expressed wishes, desires to continue the benefits of the use of a revolv- 
ing fund, particularly if its creation can be obtained without the appropriation 
of additional funds. As a result, the Department of the Navy respectfully 
requests that you consider the elimination of any legislation which would impede 
the application of the revolving fund concept without an additional appropriation 
and retard the present evolution of proper financial controls within an exceedingly 
complex procurement and production program. 

Sincerely yours, 
Joun F. FLopera, 
Assistant Secretary of the Navy for Air. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, August 17, 1951. 
Hon. Joseru C. O’ Manoney, 
Chairman, Subcommittee on Armed Forces Appropriations, 
United States Senate. 


Dear Mr. CuairMan: We have been quite disturbed by the provision in the 
Department of Defense appropriation bill which, in effect, amends section 405 (d) 
of the National Security Act by eliminating inventory on hand and unexpended 
balances of appropriations as sources of capital for the working-capital funds 
authorized by that act. We believe that this may delay very seriously the efforts 
of the Air Force to realize some of the benefits of the tighter control of our resources 
made possible by title IV of the National Security Act which allowed us to apply 
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modern business practices to the complicated industrial- and commercial-ty pc 
operations which have become an increasingly necessary part of the moder) 
organization for war. Among the most important of these financial controls are 
the working-capital funds, and we would greatly regret any action such as this 
which would impede their introduction. 

Application of the working-capital-fund principle to our widespread and com- 
plex established military operations without interruption requires both time and 
flexibility. These operations are not static, and development of full informatio) 
may not be practicable sufficiently in advance of the change-over to provide thie 
background for an appropriation request. This is the reason the two sources of 
capital eliminated by the bill are so important. 

he first authority canceled by this bill is the authority to capitalize inventories 
on hand; that is, to set up as assets of a working-capital fund, material previous! 
purchased from appropriations or otherwise acquired and to set up an equal off- 
setting amount as capital of the fund. Clearly this involves no expenditure of 
public funds. If a working capita! fund is set up completely from a specific 
appropriation as this bill would require, the amount appropriated would be se‘ 
up in the Treasury to the credit of the fund with a corresponding capital recorded 
The credit so established in the Treasury would then be*spent to buy operatiny 
assets for the fund. If, as will usually be the case, the fund takes over an existing 
operation, there will already be on hand supplies and other assets which must be 
used and, therefore, will have to be acquired by the fund, because the operators 
of the fund certainly cannot go out with the new money and buy more of these 
same items. Therefore, under this bill the department receiving the appropria- 
tion to start a fund would merely buy from itself the property it already had, 
and the whole transaction would amount simply to bookkeeping in the Treasury: 
in effect, transferring the new appropriation for fund eapital to ‘Miscellaneous 
receipts’ and canceling it out. Not only would no valid control result, but there 
is a distinet possibility that in such a process all the assets on hand might not be 
brought into the working-capital fund and the desired full control according! 
would not be completed. It seems much more logical to eliminate this theo- 
retical bookkeeping entry in the Treasury by the presently allowed process of 
directly capitalizing an inventory, because doing so will bring under contro! a 
the related assets. If these assets are in excess of needs, the Congress is then in 
a position to require a reduction. 

The second effect of the proposed provision is to prevent the transfer of unex- 
pended balances of appropriations into capital of these funds. Relative to cap- 
italization of inventories, such transfers are small, but are quite important because 
they provide the working cash needed for a business operation. The fund buvs 
or makes products or services which it then sells and, with the sale proceeds, 
pays for the replenishment of its stock in trade. Costs of acquisition and proceeds 
of sale may balance over a vear, but during the year there will be occasions when 
the outgo exceeds income and vic? versa. To carry through such periods, the 
fund, like any business, must have a part of its capital in working cash. Because 
the amounts of the original capital to be in cash and in property change in the 
operating eycle it would be even more difficult to predict the exact cash require- 
ments far enough in advanee for an appropriation. Furthermore, since the 
‘*sales’’ of the fund are controlled directly by the appropriations from which the 
fund is replenished, and since the Congress can withdraw excess capital when 
reviewing the funds, there is actually no lack of control by the Congress through 
this process which is already safeguarded by requirement of the approval of the 
President. 

In conclusion, we believe that this provision in the bill may seriously set back 
the efforts of the Air Force to benefit bv the tighter control of its resources obta'n- 
able through use of these working-capital funds. We are sure that the benefits 
of better reporting and simpler budgeting to be gained by this process are desired 
by the Congress, and we trust that a full exposition of these benefits can be made 
to your committee before action is taken on this bill. 

Sincerely yours, 
Tuomas K. FInvetrer 


MANAGEMENT AND CONTROL PROGRAM 


Mr. McNett. With reference to the subject matter of Mr. Lovett’s 
letter, I think a brief outline of the backgound of section 405 of the 
National Security Act, as amended, might be helpful. At the time 
that amendments to the National Security Act—the so-called Uniti- 





tet 


eh a 


ate 


ees 











the 
ime 
uifl- 


DEPARTMENT OF DEFENSE APPROPRIATIONS, 1952 1621 


cation Act—were being considered by the Senate, the Hoover Com- 
mission had emg made its report about the possibility of tremendous 
savings in the military departments. I think there was general 
coneurrence by Congress and the Comptroller General and others that 
there were a great many improvements that could be made. 

Naturally during the consideration of the Security Act amendments, 
the subject of economy under unification came up. Mr. Hoover 
testified as to the general views of the commission’s studies. The 
Hoover Commission, however, was not specific about how it could 
be done and general statements are not always too helpful as a basis 
for concrete action. Subsequently one of the architects of the original 
National Security Act language, Mr. Ferdenand Eberstadt, was asked 
by the committee to testify and he was asked also how the Congress 
could assist in putting business management into Government. Mr. 
Eberstadt answered that there were several things that could be done 
but it would take some time to develop concrete proposals. The 
Senate committee on the Armed Forces asked him if he could take 
time from his business to really look into it and come up with such 
recommendations of specific things that might be done to put business 
inte the Government and particularly in the Department of Defense 
as well as to get inventories and use of inventories under some kind of 
business management and control. 

At the time Senator Byrd was named as chairman of a subcommit- 
tee to consider Mr. Eberstadt’s proposals. The result of that work 
was that Senator Byrd and his subcommittee reported to the Armed 
Services Committee with what became title [V of the National Secu- 
rity Act, asamended. ‘Title LV called for improvement in the budget, 
the operation of commercial and industrial activities under a working- 
capital concept, and it called for putting inventories under dollar as 
well as item control. When inventories are put under dollar control 
you can be sure that they are also under item control. 


INVENTORY REVOLVING FUNDS 


One of the principal things provided for was the establishment of 
revolving funds to carry inventories of standard stock and common- 
use material. Now there are really two broad classes of material in 
the Military Establishment. One class is equipment like ships, air- 
craft, tanks, and harbor nets. No one takes a tank and drives it to 
the movies at night. No one takes a harbor net for use in day-to-day 
maintenance of stations, because harbor nets are only useful for sub- 
marine protection in time of war. You can have control of such 
material under an item-control system and it serves the purpose very 
well. However, the other area for which tremendous sums of money 
are included in this budget involves standard-stock common-use types 
of material, such as fuel, oil, gasoline, lumber and nails, screws, and 
sheet steel, in fact almost every standard-stock common-use commer- 
cial item that the military uses. It is in this area that dollar as well as 
item control is vital. 

_Now in the past—in this latter class of items—and this may be a 
slight shock, effective congressional and administrative control ends 
when the funds are appropriated and the material is purchased and 
placed in store. Once it gets into store there is no effective mechanism 
for control as to the use of the material unless it is carried under re- 
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volving or working capital fund accounts. Mr. Eberstadt had gone 
into this subject for a year and a half, as head of the Hoover Committee 
task group, and before the Senate had asked for his advice on this 
subject. He came to the conclusion that the stock fund principle 
which the Navy had been developing for over 50 years was the answer. 
In the Navy you have a situation where the Bureau of Supplies and 
accounts under the nil stock fund purchases all standard stock 
common-use materials. No one in the Navy can use a barrel of oil, 
or a gallon of gasoline or 1,000 feet of lumber or 1,000 gallons of paint 
unless in that current year Congress has provided money to pay for 
the material when used. For example, in the case of the Bureau of 
Aeronautics at the time material is taken off the shelf and issued to 
paint buildings, the cost of the material can be charged ta the operating 
allotment of an air station and to that current year’s maintenance 
appropriations. 
PURCHASE PROCEDURE 


Now, in the case of the Army, they have followed what may be 
called the appropriation purchase account process, under which the 
material is purchased and put on the shelf. Except for what adminis- 
trative controls which are established saying ‘Don’t use it,” there 
can be no effective accounting for the use of such material. It is a 
system that has been developed over the years and its relative in- 
effectiveness is, I think, largely due to the previous lack of clear legis- 
lative authority to improve the system. 

Mr. Eberstadt felt very keenly that we would never get inventory 
control on clothing and other consumables and by “we” I would 
include the Congress, the Secretary of Defense, the secretary of a 
military department or the Chief of Staff-—unless there could be some 
mechanism by which material, in effect, was charged, in the month of 
use or issue, to current appropriations and operating allotments. 


COORDINATION OF INDUSTRIAL OPERATIONS 


Next Mr. Eberstadt considered the whole field of commercial and 
industrial type operations. As all of you know, the Army and Navy 
and Air Force are probably the biggest industrial operators in the 
country, when you take navy yards and arsenals and aircraft overhaul 
shops into consideration and we operate large commercial-type 
activities such as printing plants, bakeries, laundries, and so forth. It 
is really big business. Mr. Eberstadt pointed out to Senator Byrd 
and others, that when the - eople in a departnrent, in Congress or 
anywhere else, consider the requirements for the industrial and com- 
mercial plant of the Department of Defense they think in terms of 
100,000 people for shipyards and 100,000 civilian personnel for arsenals 
and so forth, it would be almost impossible to grasp the problem. 
What do the people do? How can you point up what they do? 
These people are scattered around the world. No business such as 
United States Steel, or General Motors could consider their operating 
requirements in that way. Such companies have to operate con- 
sidering that each department and division is operating as an inte- 
grated and individual unit. 

I don’t want to extend this discussion unnecessarily, but I think 
this subject is vital if we expect to have business management in 
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Government. So long as you get appropriations for the payment of 
people in all industrial areas and, separately, appropriations for fuel 
and, separately, appropriations for the spare parts and, separately, for 
the maintenance of streets and roads and repair of the roofs, then for 
a shipyard which has the main job of repairing ships and manufactur- 
ing parts, no one has any grasp of its over-all operation. No one in 
a department, the office of the Secretary of Defense, the Bureau of 
the Budget or Congress can get a complete integrated picture of 
the operation of the shipyard. I just don’t know how you do it 
under conditions which existed prior to passage in 1949 of title IV 
provision and under which real progress is now being made. 

Now, there is a solution. Newport News Shipbuilding and Dry 
Dock Co., when they repair a ship, they know what the costs are, 
and they can render a bill for the job. You and I take our car to 
the garage and we get a bill and it will show $20 for brake lining and 
$18 for valve grinding and we may end up with a $78 bill. Maybe 
it is too high but at least the trouble can be identified. Now the same 
thing can be done in Government and we can even get a spirit of 
competition between similar type plants in Government. All of this 
affects the size of the forces which may be maintained with the funds 
provided because what it means is that if we can do things better 
and cheaper we can either have greater strength for the same money, 
or we can have the same strength for less money. That is the pur- 
pose and that was the reason some of these things were requested 
and the authority provided in 1949. It is a real job to change the 
thinking and get things organized but real progress is now being 
made. 

I would like to outline the kind of dramatic things that can be done 
under this concept. ‘Two vears ago there were printing plants in the 
Army and Navy and Air Force—each Department had one. Under 
the Unification Act, one of the purposes or one of the objectives was 
common use of facilities. For example, if we had a printing plant in 
a central location, why could not all three Departments use it, par- 
ticularly if that is an efficient and smart way to operate? But you 

can’t write an order and say that there will be one printing plant in 
W ashington and be sure that it will work. Human nature is against 
it. Responsibility might be assigned to the Army, and if vou say to 
the Army: “Will you run the printing plant in W ‘ashington?’ ’ under 
the direct-appropriation process they will have to budget for it. 
Pretty quick they are going to say or come to the conclusion, “What 
are we doing, using up our substance while the other De partments are 
riding free?” Then the departments who are riding free would not 
be as careful of what they order when they could get work done with- 
out charge to them or without them having to face you people and 
justify the requirements. It just doesn’t work. 


PRINTING OPERATIONS 


Now there is a practical way to get common utilization of facilities. 
and let me use an illustration. If that printing plant is so established 
as an integrated business operation under it own working capital so 
that the manager of that plant is to serve all three but none of the 
support costs comes out of the operating department except to the 
extent that any department orders work done, the objective of the 
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Congress can be achieved. Appropriation accounting as such is 
eliminated. Emphasis is placed upon one type of accounting and that 
is cost accounting—ascertaiming the cost of the job. We are now 
starting to do it that way. When work is finished an invoice for the 
cost is rendered to the person who ordered the work done. Then for 
the first time we can know the cost of such work. Once you get an 
invoice for 10,000 forms from one printiag plant whi th is $1 per 
thousand cheaper, than another, action can be taken to correct 
inefficient operations. There has been a0 such cost records ia Govern- 
ment, or there were none until we started this program. <A good 
example is the printing plant in the basemeat of the Pentagon 
When it was established a little over a year ago 510 people were en- 
guged ia printing in three Departments in W ashington. We thought 
we could save some people and thereby some money when we change: 
the method of operation. A ceiling was placed on this consolidated 
operation of 410 people, thinking a cut of 100 to start with was about 
rigut. ' 

In effect this operation was “incorporated”’ and given a separate 
bank account, a separate identifiable sum of money, just enough to 
pay their labor and material until they could collect current. bills 
from Army and Navy and the Air Force at the end of each month. 
Then we said from now on you are on your own and you have to 
charge enough to cover your costs, including overhead items, and 
when you make those invoiced charges we w ill get a definite idea on 
how much per thousand it costs to do the work. 

Four hundred and ten people printed twenty-eight million impres- 
sions in the month of December 1949. ey was slightly better. 
Last month the monthly workload has gone to 84 million impressions, 
up from 28 million to 84, but the number of people required has 
dropped a a little over 300. The increase in output per person is 
3 to 1 over what it was 17 months ago. There is a very simple reason: 
If we have printing done on this budget, Mr. Garlock will get the bill 
for it and it is charged to the cost of his operation. The first time 
he gets the cost of printing charged to the cost of running his office 
or a project, Mr. Garlock might say “You are charging too much.” 
Likewise, the Chief of the Bureau of Ships and his people were just 
sure they were being charged too much the first time they received 
a bill for printing and they had to pay for it just as they would if they 
went outside for it. So the fellow running the plant has about 60 
customers, taking into consideration the different bureaus and offices 
in the building, and every one of the customers has been properly 
unhappy about the price initially charged. 


PRICE INCREASES 


Even with the price going up on paper and ink, some increase in 
wages, our billing price per thousand is now half what it was in 
December of 1949. 

The Picatinny Arsenal up in New Jersey went on the same business 
type basis July 1. That was the first big Army installation and | 
might add that it is a big job to change over from the old process to 
a clean-cut business operation. 

The navy yard in Philadelphia starts under this process October 1. 
The Rocky Mountain Arsenal in Colorado is now ready to go on this 
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basis. Also about 30 of the printing plants around the world are 
now i. process of changing over. The minute you get 30 similar 
operations underway we are going to have competitive conditions 
and competitive prices. We are going to know that at one location 
the price is $2 a thousand, another is $1.90 and still another is $2.80. 
Then we will want to know what is wrong at the high-cost activity. 
When we have things identified, they can be fixed. I think that 
there is a chance to get a little bit of competition between these 
operations in the Government and the result will be lower costs and 
vreater efficiency. That is what we mean by putting business manage- 
ment principles into Government operations. 

Elimination of the language mentioned will permit us to go ahead 
with this work. Retention of the language will greatly add to the 
burdens of those who are trying to get economy and efficiency into 
vovernment. 

TRANSFER OF MONEY FOR STOCK FUND 


Senator O’Manonty. Let me read into the record the language 
from the House report. It begins on page 15: 


Request was contained in the estimates for the sum of $1,130 million to be trans- 
ferred to and for the setting up of a stock fund for the clothing division. Approxi- 
mately $1 billion of this amount is to provide for mobilization reserve material 
requirements, duck and webbing pool. It is the purpose of the committee to 
recommend this amount for the procurement of these requirements but to recom- 
mend a reduction of $130 million in the request on the basis that no Army stock- 
fund program be inaugurated. In keeping with this action appropriate language 
has been incorporated in the text of the language to prevent use of any of the fund 
being transferred to any working capital fund. In addition it is the purpose of the 
committee to prevent the capitalization of any stocks on hand or any stocks pro- 
cured in the future from appropriated funds being utilized as working capital funds 
unless based on specific appropriations by the Congress for that purpose. 

This provision, of course, was the one that you referred to at the 
outset, on page 16, the proviso beginning on line 3. 

Senator O’Manoney. Of course, it is a legislative provision because 
it in effect repeals section 405 (d) of the National Security Act as 
amended. 

We will insert in the record section 405 (d) of the National Security 
Act and we ought also to have any comment that may have been made 
in the report which accompanied that bill when it was filed. 

(Sec. 405 (d) follows:) 

The Secretary of Defense is authorized to provide capital for such working- 
capital funds by capitalizing inventories on hand and, with the approval of the 
President, by transfer, until December 31, 1954, from unexpended balances of any 
appropriations of the military departments not carried to the surplus fund of the 
l'reasury: Provided, That no deficiency shall be incurred in any such appropria- 
tion as a result of any such transfer. To the extent that such methods do not, in 
the determination of the Secretary of Defense, provide adequate amounts of 
working eapital, there is hereby authorized to be appropriated, out of any moneys 
in the Treasury not appropriated for other purposes, such sums as may be neces- 
sary to provide adequate working capital. 

Mr. McNett. I have with me a copy of the report which tells in 
narrative language the story. There are two or three pages of ex- 
planation of what was intended by that act. 

Senator O’Manoney. It will be inserted in the record at this point. 

(The material referred to follows:) 
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FiscAL MANAGEMENT IN MILITARY ESTABLISHMENT 


Working-capital funds (sec. 405) 

This section provides for the businesslike operation of activities in the National 
Military Establishment which most readily lend themselves to such arrangement, 
The section covers inventories of stores, supplies, materials, and equipment, which 
also are known as stock funds, and industrial-type activities and commercial-ty pe 
activities which provide common services. In each instance the stores, supplies, 
materials, and equipment included in such inventories, and the industrial and 
commercial-type activities involved, are those which the Secretary of Defense 
may designate. Initially, items in inventories would be standard stock or com- 
mon-use items. This section is not intended to require that all items stocked by 
the military services would be included in this type of inventory. For example, 
materials with a high obsolescence factor, or semicapital items, such as harbor 
nets or tanks, normally would not be included. For this reason, a power of 
designation is granted to the Secretary which is intended to permit the most 
economical and efficient grouping of inventory items or activities and to permit 
the proner scheduling required for orderly transition in operations. 

(2) Purposes; authority to create-—This subsection authorizes the Secretary of 
Defense to require the establishment of working-capital funds in the departments 
and agencies of the National Military Establishment to finance inventories and 
to provide working canital for industrial-type and commercial-type activities of 
the kind referred to above. 

This subsection also lists the purposes which the inventories and integrated 
activities are intended to achieve. They are most effectively to control and ac- 
count for the cost of the programs and work performed, to provide adequate, 
accurate, and current cost data which can be used as a measure of efficiency, and 
to facilitate the most economical administration and operation of the military 
departments. 

(b) Establishing working-capital funds on books of Treasury.—This subsection 
is a directive to the Secretary of the Treasury to honor the request of the Secretary 
of Defense to establish the working-capital funds accounts on the books of the 
Treasurv Department. 

(c) Charges and reimbursements.—This subsection provides legal authority for 
the operation of the funds. The subsection provides that the working-capital 
funds shall be charged in appropriate circumstances with the cost of stores, 
supplies, materials, and equipment which are procured or otherwise acquired or 
which are manufactured, repaired, issued, or consumed. It also provides that 
the working-capital funds shall be charged for services rendered or work performed. 
Provision is also mode for reimbursing the funds from available appropriations 
or otherwise crediting them (such as by payments received in kind or in cash) 
for the cost of stores, supplies, materials, or equipment furnished by the inven- 
tories, or for the cost -of services rendered or work performed by such activities. 
The amounts which are to be charged or reimbursed to the funds are to include 
applicable administrative expenses involved. The operations of these funds are 
required to be reported annually to the President and to the Congress. 

(d) Sources of capital for working-capital funds.—This subsection delineates 
the sources from which the corpus of working-capital funds will be obtained. It 
autliorizes the Secretary of Defense to capitalize inventories on hand; that is, 
assign a dollar value to such stores, supplies, materials, or equipment as he desig- 
nates to be transferred to, and carried in, an inventory or stock fund. He may 
also, until December 31, 1954, with the approval of the President, transfer unex- 
pended balances of any appropriations of the military departments and agencies 
to such funds to the extent necessary to provide the working capital which he 
deems to be required. The unexpended balances which he may transfer must 
not have been carried to the surplus fund of the Treasury, nor may any deficiency 
be incurred in any appropriation, from which such a transfer is made, as a result 
of the transfer. If the amounts of working capital deemed bv the Secretary to 
be required are not fully provided by these methods, the subsection establishes 
basie legislative authority for the Congress to appropriate such further sums as 
mav be necessary to make up the amonnts of working capital required. 

(e) Authority for internal reorganization.—This subsection authorizes the 
Secretaries of the three departments, subject to the authority and direction of the 
Secretary of Mefense, to make changes in the organization, operations and admin- 
istration of their respective military departments so as to combine or segregate 
functionally related activities into integral units and to permit the proper organi- 
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zation of inventories or stock funds. Essentially this subsection confers the power 
to reorganize the three departments’ internal set-up so that stock funds and indus- 
trialt and commercial-type activities can be operated as such wherever feasible. 
The subsection does not confer the power to take on new functions or activities 
which the departments or agencies are not authorized to engage in. New or 
additional functions and activities would have to be authorized by the Congress 
in the future quite apart from the provisions of this subse.tion. When and if 
the Congress should authorize any new or additional functions or activities, the 
departmental Secretaries, subject to the authority and direction of the Secretary 
of Defense, would then have power under this subsection to organize them for the 
most economical method of operation. 

(f). Charges limited to amounts appropriated.—This subsection is the means by 
which the Congress continues to control the amount of money that may be spent 
by the departments and agencies for stores, supplies, materials, and equipment, 
or for services or work. It prohibits a requisition agency from incurring any 
greater cost for such items drawn from inventories, or for services or work per- 
formed by activities, than the amount of appropriations or funds available for 
such purposes. The subsection therefore prevents abuses that conceivably might 
arise from the unrestricted availability of stores, supplies, materials, and equip- 
ment in stock funds. It is in sharp contrast with present procedures which provide 
inadequate control over the use of material on hand procured with prior year 
appropriations. 

(g) Regulations governing operations.—This subsection authorizes the Secretary 
of Defense to issue regulations to govern the operation of the inventories or stock 
funds and the industrial and commercial type activities which are authorized. 
These regulations may permit sales of stores, supplies, materials, and equipment 
to purchasers outside the National Military Establishment when such sales are 
authorized by law and are consistent with the needs of the Military Establishment. 
The same is permissible for services that are rendered or work performed by 
industrial or commercial-type activities. Where this occurs the working-capital 
funds supporting such inventories or activities are authorized to be reimbursed 
either by payments which may be made in cash or by charges against proper 
appropriations. 

(h) Credits for items returned to inventory.—This subsection provides that where 
stores, supplies, materials, or equipment are returned to inventories, their ap- 
praised value may be charged to the working-capital fund concerned, and the 
proceeds thereof shall be credited to proper appropriations. Sums so credited 
will be available for expenditure for the same purposes as the appropriations 
credited. This subsection is intended to encourage the return to inventories of 
materials which have been issued and charged, and which are found not to be 
immediately needed for consumption. This will make such returned materials 
available for issue to other possible users and will reduce the temptation to over- 
buy. The subseetion contains a proviso that appropriations shall not be credited 
as the result of the capitalization of inventories which is authorized by subsection 
(d) of section 405. 

Precedent for working-capital funds.—Such funds are not a new and untried 
proposal. The Department of the Navy has during the past 50 years developed 
a successful central inventory account—primarily of standard stock and common- 
use items under a working-capital type of fund. The experience of this fund has 
been excellent. Inventories financed by this working-capital fund have been 
carried both in quantitative and monetary control. 

This fund has been helpful in permitting procurement of raw material, such 
as steel sheets, etc., and later financing the manufacture of end items from such 
material which are then carried ‘‘on the shelf’’ at cost (including the cost of raw 
materials and processing). Such end items have then been sold and a single 
charge made to using appropriations as needed for use. 

The Navy’s working-capital funds have stood the test of two World Wars and 
the subsequent demobilization periods. This experience has proved the wisdom 
of further extension of this principle in the Navy and—of more importance still— 
of making the economies and advantages of such funds available to the Depart- 
ment of the Army and the Department of the Air Force. 

Advantages of uniform inventory accounts.—The proper handling of inventories, 
particularly of common-use items, was one of the important matters dealt with 
by the Commission on Organization of the Executive Branch of the Government. 
The question has long been one of concern to the Congress. Uniformity of inven- 
tory accounts between the three military departments is essential to economy. 
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Facilities should be created and developed to provide uniformity as well as to 
facilitate interservice utilization of material. 

Several specific advantages of such inventory accounts are listed below: 

To the extent that items are included in a stock fund, procurement, 
storage, and issue policies and procedures are standardized, thus facilitating 
interservice utilization and balancing of stock. 

Material, particularly standard stock items which are needed or consumed 
by two or more appropriations, can be carried in a single inventory, procured 
in a single operation, and be available on the shelf for issue to appropriations 
which have the money in their current year’s budget to pay for the material. 
This has the effect of reducing over-all inventory and/or stock-level require- 
ments. 

Facilitates procurement of commodities of a seasonal character at times when 
the market is most favorable. 

Inventories of such material as is carried in the stock fund must be earried 
under dollar as well as quantitative controls. 

Material issued for consumption appears as a charge to appropriations in 
the period in which it is used, thereby facilitating the development of job 
costs. Thus management is furnished with a tool for cost control. 

Permits ‘‘standard pricing’’ of material. 

Operations of tnventories.—As used in this section the term “inventory’’ is 
synonymous with the term ‘‘stock fund,” and is one type of working-capital fund, 
and may be referred to as such. In the operation of inventories, accurate inven- 
tory figures would be developed and priced, and the resulting sum taken up on a 
balance sheet covering the inventory account. Such an inventory account 
would also require the establishment of cash, or working capital adequate in 
amount to permit a department to pay for deliveries and carry the material 
delivered until the same or other material could be issued and consuming appro- 
priations charged therefor. 

Every effort would be made to provide working capital for such funds from 
within the unexpended portions of moneys appropriated to the departments for 
their regular operations. In practice such a working-capital fund would purchase 
all material specified to be carried in an inventory account and carry it on the 
shelf under adequate controls until withdrawn by a consuming activitv. Deliveries 
under such purchases would be limited to the ability of the fund to pay for them. 
No consuming activity could draw any material unless it is financed with an ap- 
propriation which grants authority for procurement of this tvpe and even then it 
would be able to do so only within the limits of the moneys provided to it for the 
purpose. 

When material drawn from an inventory and paid for by a particular appropria- 
tion is found not to be required, because of a change in plans or for other reasons, 
such material can be returned to the inventory and the appropriation which origi- 
nally paid for it will be credited accordingly. This encourages the return of ma- 
terial to the central stocks when not actually needed for operation or consumption. 
Such material is then available for reissue to another activity for other author- 
ized uses. 

Industrial operations—cost accounting-—Studies have been made at various 
times as to the management of industrial- and commercial-type activities of the 
Military Establishment. An example of this type of study was covered by the 
report of a subcommittee of the Committee on Naval Affairs of the House of 
Representatives in 1945. This report, as in others, pointed out the lack of ade- 
quate cost accounting in this type of activity. It stressed the necessity for de- 
veloping some means of ascertaining the cost of work performed. In administering 
appropriated funds, the contemporary allotment type of control direct from 
appropriations can be developed to a satisfactory point in administrative or 
strictly military-type functions. However, such an administrative type of 
management and financial control fails utterly in contributing to the proper 
management of industrial-type and commercial-type activities and, without 
complete duplication of cost systems, cannot provide information as to the cost 
of work performed. Such a cost system could be devised, installed, and main- 
tained in industrial-type and commercial-type establishments operated under 
the present budget structure and financed directly as at present by the numerous 
appropriations. This would, however, involve expensive duplication, and its 
operation would never be simple, economical, or effective. Its confused results 
would be difficult to utilize for management purposes. 

Operations of industrial-type activities —The problem can be solved in a manner 
that fits into the framework of the performance-type budget. First, industrial- 
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type and commercial-type functions can be identified and separated from purely 
administrative and military functions. An operating or working-capital fund 
can be established for the operation of such activities, eliminating entirely the 
many sources of funds now used to finance their day-to-day operations. In 
effect, working capital would be available to those who actually run or adminis- 
ter an industrial-type or commercial-type activity performing common services— 
making those officials fully responsible for a direct accounting for ‘the money 
they spend, the cost of each job, and the most economical method of accomplish- 
ing the work. All costs of the operation of this industrial-type or commercial- 
type activity would be paid from the working-capital fund, utilizing standard, 
accepted, and approved commercial practices for the distribution of direct and 
indirect cost to jobs in process. The activity which places a work order with the 
industrial-type or commercial-type activity would establish proper commit- 
ments and obligations against moneys appropriated to it—generally in the same 
manner as would be followed if the order were placed for the work to be done 
by a private concern. The industrial plant would enter the order and distribute 
the work in the plant by its own job orders—a fundamentally sound proceduré. 
When the work is completed and the cost of the job ascertained, the plant will 
invoice or bill the cost to the ordering military agency and its proper appropria- 
tion and budget program or to an outside agency such as the Maritime Commis- 
sion. The invoice charges would include items of cost for labor, material, and 
current operating expense. Items such as allowances that normally are included 
by commercial concerns for depreciation and taxes, as well as a proration of 
military personnel expenditures, may be added statistically for comparison with 
similar operations by private industry. 

An incentive to efficiency and economy.— Under such an operation it will be pos- 
sible to compare costs and to develop a healthy spirit of cost competition between 
activities of a similar neture. For example, in the operation of navy yards or 
air-force aircraft modification centers under this system, an agency placing orders 
would soon find out if it is being billed $2,000 for comparable jobs at one place, 
$3,000 at another, end $4,000 at still another. If this happens, costly operations 
would be immediately apparent and action could be taken immediately to deter- 
mine the reason for higher costs at competing installations. It would not be 
long until management would be improved, plant lav-out changes indicated, and 
the personnel employed in high-cost installations brought to realize that their 
continued livelihood would depend on improvement in efficiency and a resultant 
lowering of costs. Accounting and reporting systems would be simplified and 
the ecst of work performed would become chargeable directly to the budget pro- 
gram as it wes presented and justified before the Congress. The amount of work 
performed in such industrial-tvpe and commercial-type activities under the work- 
ing-capital concept would be directly controlled by orders placed within the limits 
of moneys approprieted for such work. Subsection (a) contains language which 
would authorize and direct the Secretary of Defense immediately to begin this 
major, needed improvement for the businesslike operation of the Military 
Establishment. 


Mr. McNett. Since this action by the House we have discussed 
the matter with four of the seven members of the committee, and- we 
will discuss it with the other members when it is convenient to them. 
Two have said that they had no intention that this would apply to 
the industrial funds at all, and they did not have that intent at all 
but the way the language appears it might have that effect because 
in an industrial plant, such as the printing plant, the operating stock 
of paper on hand must be capitalized. 

Senator O’Manonery. What did they have in mind? 

Mr. McNett. They were speaking specifically of the Army stock 
fund which they mention in the committee report but not the opera- 
tion of industrial funds. 

Senator O’Manoney. Can you let the record show from what part 
that report comes? 

Mr. McNett. That is on page 44 of the House report. Now, the 
four to whom we have talked since passage of the House bill have, I 
think, a much clearer understanding of the problem and the solution 
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and we would be very glad to have the subject discussed in any 
conference with them. 

Senator O’Manoney. I will be willing to take it all out or do you 
want a modification which would preserve their objection to the 
Army stock fund? 

Mr. McNett. We feel strongly that the language should be deleted. 

Senator O’Manoney. Following are communications I have re- 
ceived from the Comptroller General regarding this matter. I will 
insert them in the record at this point. 

(The letters referred to are as follows:) 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, August 28, 1951. 
Hon. Josepu C. O’ MAHONEY, 
Chairman, Subcommittee on Armed Services, Committee on Appropriations, 
United States Senate. 


My Dear Mr. Crarrman: I have your letter of August 18, 1951, requesting 
my opinion of the effect of the new proviso in H. R. 5054, Department of Defense 
Appropriation Act, 1952, on the objectives of business management and efficient 
control over the utilization of defense inventories. The proviso, at page 16 
under the heading ‘‘Quartermaster Corps, clothing and equipage,’’ reads as 
follows: ‘Provided, That none of the funds appropriated in this or any other 
Act, and none of the property procured therewith, shall be available for transfer 
to any working-capital fund under the provisions of section 405 (d) of the Na- 
tional Security Act, as amended.”’ 

Enactment of the quoted proviso would effectively eliminate the broad latitude 
and authority vested in the Secretary of Defense by section 405 of the National 
Security Act of 1947, as added by the National Security Act amendments of 
1949, to establish working-capital funds. Its effect, therefore, would be to require 
the Department to secure specific congressional authorization through normal 
appropriation processes for the establishment and operation of each individual 
fund. In my letter of May 4, 1949, B-85820, to the chairman of the Committee 
on Armed Services of the Senate, I endorsed the provisions of those amendments 
as constituting a framework for constructive efforts in the Department of Defense 
toward fundamental and urgently needed reforms in the budgeting and account- 
ing structure of that Department. These reforms were in line with my general 
interest and objectives under the joint accounting improvement program in which 
I have been engaged with the Secretary of the Treasury and the Director ofthe 
Bureau of the Budget on a cooperative basis with all departments and agencies 
of the Government. 

These objectives include the development of accounting and budgeting in the 
direction of reflecting a clear disclosure ot the costs of goods and services actually 
used in connection with various functions and activities together with the amounts 
of resources acquired for future use (such as inventories). The acquisition and 
control of common items are extremely significant in the operations of the Depart- 
ment of Defense. No program for fundamental improvements in the management 
and control of these operations would be complete without achieving financial 
control and disclosure of the financial effect of acquisition and use of supplies, 
materials, equipment, and related items and of the investment of the Government 
in such items available for future use. Likewise, reforms were urgently needed 
in the underlying bases and methods for developing costs for the many manu- 
facturing and other industrial activities of the Department in terms both of 
reflecting the investment in facilities devoted to such purposes as well as the 
costs of end products or services used in connection with various activities. 

An important element in the National Security Act amendments for the 
achievement of these objectives was the provision made for the establishment of 
working-capital funds. The use of such funds was considered to be the best 
means available for accomplishing, as quickly as practicable, a transition from a 
confused and obscure pattern of financing, budgeting, and accounting for manu- 
facturing operations and the acquisition and use of inventories, to a fundamentally 
improved pattern which would adequately reflect the financial import of such 
operations and transactions. These funds provide the requisite means for 
bringing together all costs incident to inventories on hand and used, and of 
manufacturing and commercial type activities. The development and full 
disclosure of such facts, particularly with respect to resources available for future 
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use, are essential to the determination of current cash appropriation needs. In 
line with this approach, the amendments required that these resources be charged 
to the applicable appropriations as used. This, in my opinion, provided a basis 
for more effective control and use of inventories as well as better accounting 
control and results with respect to the commercial and industrial operations 
carried on in the military departments. I will not undertake in this letter to 
deal more specifically with these advantages. They have been set forth in detail 
in Senate Report 366, Eighty-first Congress, of the Committee on Armed Services. 

Worthy of special mention, however, is the fact that by recognizing the ac- 
cumulation of resources in the form of common-use items in financial terms and 
charging them to appropriations as used, a basis is provided for a much more 
realistic appraisal of the results of operations and future financial requirements. 
Failure to reflect stocks on hand as resources in financial terms or as costs to 
current appropriations as used inevitably leads to undisclosed augmentation of 
current appropriations and diversion of funds in such appropriations to other 
purposes. Where appropriations are charged only for goods currently acquired, 
there is insufficient pressure to avoid the dissipation of such stocks and the use 
of currént appropriations for other purposes than originally planned. The so- 
called free-issue system previously in use, whereby materials acquired from 
prior-year appropriations are used without being charged to current-year appro- 
priations, is, I believe, an open invitation to improvident use of stocks and 
current-year appropriations. 

In endorsing the provisions of the National Security Act amendments for the 
installation of working-capital funds, I recognized that there were other means 
of getting at these deficiencies. Under the joint program we have utilized other 
means in various instances. However, the conditions and circumstances in the 
Department of Defense, with its highly diversified and complex financial opera- 
tions, required the simplest possible and most direct means of coordinating ap- 
propriation charges with goods and services actually used and for bringing to- 
gether costs of various industrial-type operations and the amount of inventories 
of various types as resources available for future use under various appropria- 
tions. 

In endorsing the specific authorizations and related provisions for the establish- 
ment of these funds in the Department of Defense, I also recognized that a rather 
unusual amount of latitude and broad authority and flexibility was provided to 
the Secretary of Defense in implementing the provisions of the act. I called 
specific attention to this in. my letter of May 4, 1949. While I would have 
preferred, as a matter of principle, for each working-capital fund to be specifically 
authorized by the Congress through the normal appropriation process, I felt the 
tremendous magnitude and complexity of the job to be done and the urgent need 
for accomplishing it as expeditiously as possible required a general authorization 
of this nature for a temporary period as the only practicable means of achieving 
the necessary transition from the existing budgeting and accounting methods and 
classifications to the basis contemplated by the legislation. 

Certain safeguards were provided by the legislation, including provisions for 
approval by the President of transfers of appropriation balances to the funds 
established; preparation and submission of financial and other reports to the 
Congress relating to working-capital-fund operations; and the provisions of 
sections 401 and 402 for a comptroller for the Department of Defense and the 
three military departments with centralized jurisdiction over various phases of 
financial management. 

I emphasized in my letter that I considered it highly essential in view of the 
increased authority and responsibility over finances granted to the National 
Military Establishment that there be adequate provision for supervision and 
financial control of the type provided by the functions vested by the legislation 
in the comptrollers of the military departments. I also pointed out that the 
provisions of the act would require a broadened approach to audit through 
adaptation of methods and techniques to the accounting and internal control 
procedures developed in the National Military Establishment. These audit 
methods and techniques would necessarily include the reporting and full disclosure 
of the results of operation of the individual working-capital funds, and contem- 
plate such recommendations for improvement in the operations of the various 
funds as are considered desirable from a management or congressional control 
standpoint. I felt that the utilization of these measures would provide a further 
safeguard to the Congress and an informed basis upon which Congress might 
take action upon any weaknesses developed in the operation of the various work- 
ing-capital funds. If the budget presentation and the accounting classifications 
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are brought into a consistent relationship, a further and a more comprehensible 
basis of control over future operations is afforded the Congress. 

Actual experience in working with the Department of Defense has shown the 
wisdom and intrinsic soundness of the National Security Act amendments of 
1949. We have worked closely with the Department in the development of the 
implementing action, including the establishment of industrial and stock funds 
and the regulations and accounting procedures. I do not in any sense mean to 
imply that perfection has been achieved or that there are not certain deficiencies 
in connection with what has been accomplished to date. Certain temporary 
compromises and partial measures have had to be employed. I believe, however, 
that what has already been done is of tremendous significance in terms of the 
achievement of ultimate goals and that it has laid a sound foundation for accel- 
erated progress in the future. Of particular significance are the industrial-fund 
regulations which were developed in the Office of the Defense Comptroller and 
promulgated by the Secretary of Defense. These regulations provide a sound 
framework for the development of vastly improved accounting and budgeting 
methods for manufacturing and industrial operations. Representatives of my 
Office were in close touch with the development of these regulations, Various 
prototype installations of the revised systems of accounting have been authorized 
and started under provisions of these regulations. There are now in process of 
final development similar regulations governing the operations of stock funds 
which, I believe, will result in substantial improvements and elimination of some 
of the existing deficiencies in the operation of such funds, 

The enactment of the House proviso would greatly retard progress under the 
program which has been going forward. While I am not advised of the infor- 
mation on which the House based its action, other than as indicated in House 
Report 790, pages 15, 16, 44, the proviso appears to be sweeping with respect to 
the establishment of all forms of working-capital funds without specific congres- 
sional approval. It would thus negate the provisions of the National Security 
Act amendments which were considered to be necessary for a temperary period 
to provide for an orderly transition to the new methods of financial budgeting 
and accounting contemplated by that act. 

In view of the intrinsic merit of the working-capital-fund concept, its demon- 
strated advantages in the majority of cases as a means of more businesslike 
management and better control] of inventories, and the fact that the attainment 
of these objectives would be seriously impeded if the proviso in question were 
enacted, I feel that its enactment would not be in the best interest of the Govern- 
ment. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED S?raTEs, 
Washington 25, May 4, 1949. 
Hon. Mitiarp E. Typines, 
Chairman, Committee on Armed Services, 
United States Senate. 

My Dear Mr. CuHarrMAN: Reference is made to your letter of April 27, 1949, 
acknowledged informally April 28, transmitting a copy of proposed amendments 
to 8. 1269 and a detailed explanation and analysis of the provisions of the pro- 
posed amendments. A copy of the proposed amendments had been sent to 
Mr. Walter F. Frese, Chief of the Accounting Systems Division of my office, by 
the chief clerk of your committee on April 26, 1949, to expedite arrangements 
for a preliminary conference. 

Since receipt of the proposed amendments in the General Accounting Office, 
several conferences have been held in which representatives of this Office partici- 
pated with those of the National Military Establishment, the Treasury Depart- 
ment, and the Bureau of the Budget, and on Monday, May 2, with Mr. Eberstadt 
and staff of your committee. A good many changes have been tentatively 
adopted, and my comments will be directed in general to the draft dated April 
30, 1949. 

The limited time »veileble hes not permitted a detailed anelvsis of the many 
provisions of the smendments. However, the proposed provisions which add a 
new title IV to the Netion»l Security Act of 1947, ceeling with the promotion 
of economy through establishment of uniform budgetary and fiscal procedures 
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and organizations, are in general a substantial step in the right direction. The 
provisions of sections 401 and 402, providing for comptrollers for the National 
Military Establishment and for each of the three military departments, represent 
an especially important feature, considering the increased authority and respon- 
sibility over finances granted to the National Military Establishment by the 
remaining provisions of the amendments. It is understood that there has been 
some discussion over the exact form of the provisions with respect to the comp- 
troller, but I wish to emphasize that it is important, in my opinion, that the 
legislation stress the functions to be performed by the comptroller. My views 
on this matter are set forth more fully in the attached copy of my letter of April 
15, 1948, to the Administrator of the Economic Cooperation Administration. 

The provisions of section 403 dealing with the setting up of a performance 
budget for the National Military Establishment are forward-looking and hold 
great promise. They are in line with efforts of the Bureau of the Budget in 
which this Office has cooperated covering the Government generally. I am much 
interested in seeing accounting and budgeting for appropriations develop in the 
direction of reflecting a clear disclosure of the costs of goods and services actually 
used in connection with the performance of various functions tegether with the 
amounts of resources acquired which are available for future use (such as inven- 
tories). The proposed amendments should provide the foundation for construc- 
tive efforts in this direction in the National Military Establishment. The pro- 
visions of section 403 (b), authorizing transfers and adjustments within each 
military department for a limited period to expedite the conversion from present 
budget and accounting methods to the performance basis contemplated, are 
rather broad, but some such authority appears necessary in order to gain the 
desired objective. 

Section 407 provides for the establishment, capitalizing, and use of working- 
capital funds in the National Military Establishment for the purpose of financing 
inventories of such stores, supplies, materials, and equipment, and providing 
working capital for such industrial-type activities, and for such commercial-type 
activities as provide common services within or among the departments and 
agencies of the Establishment, as the Secretary of Defense may designate. The 
yrovisions of this section will enable more effective control of inventories in the 
Yational Military Establishment, more efficient use of supplies and equipment, 
and better accounting control and results with respect to commercial and industrial 
operations carried on in the military departments. They are likewise a step in 
the right direction toward financial information showing the cost of operations. 

These provisions will make possible substantial economies and increased effi- 
ciency under proper administration and can result in a net saving in the amount 
appropriated to the National Military Establishment through better use of existing 
stocks of supplies and materials. Of particular significance are the provisions of 
subsection (c), authorizing reimbursement from available appropriations for the 
cost of stores, supplies, materials, or equipment furnished and of services rendered 
or work performed, including administrative expenses; and those of subsection (f), 
providing that no greater cost shall be incurred by the requisitioning agency for 
stores, supplies, materials, or equipment drawn from inventories, and for services 
rendered or work performed by the industrial-type or commercial-type activities 
for which working-capital funds are authorized than the amount of appropriations 
or funds available for such purposes. 

These provisions contemplate that the appropriation current when work is 
actually performed for or supplies are actually issued to an agency in the National 
Military Establishment will be charged with the cost of such work or supplies. 
The closer such costs can be related to the actual use of the materials by the 
requisitioning agency, the better results will be achieved in reflecting under the 
respective appropriations the actual results of operations for the fiscal year. 

The provisions of subsection (d), authorizing the Secretary of Defense to provide 
capital for such working-capital funds by capitalizing inventories on hand, will 
further the desired objective. The additional provisions of that subsection, 
authorizing the Secretary of Defense, with the approval of the President, to 
provide capital by transfer until December 31, 1954, from unexpended balances 
of any appropriations of the military departments not carried to the surplus fund 
of the Treasury, will have the effect of enabling the Secretary to use for setting 
up the working-capital funds moneys which may originally have been appropriated 
by the Congress for other purposes. 

A further effect of this authority would be to extend the availability of funds 
which otherwise would revert to the surplus fund of the Treasury. I feel that 
the attention of the committee should be called to these factors. However, the 
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subsection provides a safeguard by prescribing that no deficiency shall be incurred 
as a result of any such transfer. This method will furnish a means of capitalizing 
the working-capital funds initially without additional appropriations by the 
Congress, and will contribute to a gradual building up of the working-capital 
funds during the transitional period. 

The provisions of subsection (f) will act as a further safeguard by limiting the 
use of the stores in inventory under the working-capital funds or of services per- 
formed under such funds to those uses for which appropriations are made by the 
Congress. Thus, the main effect of the transfer provisions is to authorize a hold- 
ing fund to be built up outside the normal appropriation process, under which 
stores can be accumulated subject to later authorized use. Also, the section 
requires that reports of the condition and operations of such funds shall be made 
annually to the President and to the Congress. 

The provisions of subsection (h) of section 407, authorizing the appraised value 
of stores returned to working-capital funds to be charged to such funds and cred- 
ited to the current appropriations concerned, would leave the door open to possible 
abuse through the issuance of supplies to appropriations near the close of one 
fiscal year and the return of such supplies to the working capital fund in the fol- 
lowing fiscal year, thus making additional funds available in the appropriations 
for the second fiscal year to the extent of the value of the supplies. However, it 
has been explained that some provision of this nature is necessary in order to per- 
suade the various agencies in the Military Establishment to return to common 
stock, property not needed in their current operations, and make such property 
available for the most economic over-all use. 

Section 408 provides for management funds in each of the three military depart- 
ments for the purpose of facilitating economical and efficient conduct of operations 
financed by two or more appropriations where the costs of such operations are 
not susceptible of immediate distribution as charges to such appropriations. I 
wish to call attention to the provisions of subsection (b), which in the case of the 
Army management fund and the Air Force management fund would make avail- 
able $1,000,000 each from any unobligated balance of any appropriation available 
to the respective departments. My comments with respect to the transfer of 
unexpended balances under section 407 apply likewise to this subsection. Under 
proper circumstances, the use of the proposed management funds could assist in 
the efficient administration of activities carried on under more than one appro- 
priation in the National Military Establishment and should lead to more ade- 
quate disclosure of the cost of such activities. 

With the advent of a full performance budget based on functions and activities 
the need for the use of management funds should diminsh, but it is understood 
to be anticipated that such need would never entirely cease because of the un- 
predictable nature of some of the operations necessarily carried out. Other pro- 
visions of section 408 are aimed at preventing the use of the management funds 
for any obligation not properly chargeable to available funds under the National 
Military Establishment and the requiring at least once each fiscal year of a settle- 
ment on a cost basis with the respective appropriations involved. 

Both sections 407 and 408 will broaden the audit responsibilities of the General 
Accounting Office in considerable measure and will require adaptation of audit 
methods and techniques to the accounting and internal control procedures de- 
veloped in the National Military Establishment. However, there should be an 
ultimate opportunity, through increased effectiveness of internal controls and 
availability of reliable financial information, for a fuller and more adequate 
disclosure of the financial operations concerned. 

I regard the provisions of section 413, as tentatively modified, as of the highest 
importance in placing the powers, duties, and responsibilities vested in the Na- 
tional Military Establishment by title IV within the Government’s general 
budgetary, fiscal, and accounting framework. Those provisions, while repealing 
laws, orders, and regulations ineonsistent with the provisions of title IV, are 
intended to make it plain that the powers, duties, and responsibilities of the 
Secretary of Defense under the title are to be administered in conformance with 
the policy and requirements for administration of budgetary and fiscal matters 
in the Government generally, including accounting and financial reporting, and 
that nothing in the title will affect or disturb the authority in these matters of 
the Secretary of the Treasury, the Director of the Bureau of the Budget, the 
Comptroller General, or any other Government official outside the National 
Military Establishment under existing law. I believe the National Military 
Kstablishment and others concerned are in complete agreement on this point, 
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and I would recommend that the committee report on the bill, if the amendments 
should be adopted, include language to emphasize this intent. 

We are continuing our discussions with the interested group on these amend- 
ments and will be glad to make any further suggestions which might contribute 
to the technical improvement of the language. I will be glad to have representa- 
tives of the Office appear before the committee, if you so. desire, and answer any 
questions or present further information. 

The whole program contemplated by the proposed amendments is of tre- 
mendous significance in relation to the joint accounting program now being carried 
on by the General Accounting Office, the Treasury Department, and the Bureau 
of the Budget in cooperation with all other Government agencies. If the amend- 
ments should be enacted, it will be our purpose to work in close collaboration 
with the National Military Establishment to the end that the accounting machin- 
ery developed may be responsive to internal management needs and requirements, 
and also consistent with principles and standards of accounting developed for the 
Government generally. 

Sirfcerely vours, 
Linpsay C. WARREN, 
Comptroller General of the Untied States. 


EXPEDITING PRODUCTION 


Senator O’Maunoney. The following letter, dated August 13, 1951, 
from the Assistant Secretary of Defense, will be inserted in the record 
at this point. 

(The letter referred to is as follows:) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., August 13, 1951, 
Hon. Josepu ©, O’ MAHONEY, 
United States Senate. 

DEAR SENATOR O’Manoney: This letter is written in response to your request 
to Brigadier General Moore of this office for my comments concerning the effect 
of the $100 million reduction in the appropriation “Expediting production” pro- 
posed by the House Appropriations Committee in the Army appropriations for 
fiscal year 1952. 

The request for $1,100,000,000 in the appropriation “Expediting production”’ 
included in the Army’s fiscal year 1952 budget request was based on the best 
information available at the time the budget was completed for the Department 
of Defense. On the basis of more recent information, it appears that the $1 
billion recommended by the House Appropriations Committee will be sufficient to 
finance all of the machine tools and facilities that we can expect to have delivered 
during the period to be covered by this financing. If the delivery schedule on 
tools and facilities should improve, we might find it necessary to come back to the 
Congress later this year to request restoration of all or part of the $100 million 
deleted from “Expediting production’? by the House Appropriations Committee. 

Sincerely vours, 
: W. J. McNEI. 

Senator O’Manoney. We will recess until 10 o'clock in the morn- 
ing. 

(Whereupon, at 5:45 p. m., Thursday, August 23, 1951, the com- 
mittee was recessed until 10 a. m., Friday, August 24, 1951.) 


